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Abstract 
 
Title: The Value Perspective in Strategic Cost Management - A Case Study of a Support 
Function in a Large Manufacturing Firm 

 
Purpose: The aim of the study is to extend research within value-based Strategic Cost 
Management (SCM) by developing an Value Creation Model (VCM) adapted to a support 
function context in order to improve resource effectiveness. This is of specific importance in 
discretionary cost centers where measuring effectiveness is extra challenging. 

 
Method: A literature study was conducted to investigate the value perspective within 
Strategic Cost Management.. The literature study revealed design criteria and the lack of 
applying VCM som a support function context. A case study was performed using semi-
structured interviews and internal documents which were analyzed using content analysis 
and general analytical procedures.   

 
Results & Conclusions: The literature study revealed that no previous value research within 
SCM had incorporated a support function perspective. After this, a Theoretical Model was 
constructed for conducting strategic cost analysis in a support function. The case study, 
conducted at the IT support function in a large company, identified how a Research Model 
and value attributes could be designed to fit this context. This is believed to be a foundation 
into further investigation of how the value perspective can contribute to SCM. 

 
Suggestions for future research: This study opens up for operationalizing the Theoretical 
Model and the Research Model and consequently, evaluating their effect on managerial 
decision-making in relation to resource effectiveness. Also, other value perspectives of SCM 
may also be of relevance for future research.  

 
Contribution: This thesis extends the research within strategic cost management towards a 
more value-focused perspective in management control of support functions. The findings 
from this case give insights to researchers and practitioners thinking about implementing 
VCM about what an adapted Value Creation Model can look like and how the customer-
value perspective can add to SCM. 

 
Delimitations: The value perspective of strategic cost management is limited to value 
creation analysis or customer value analysis (i.e. the Value Creation Model). 
 
Keywords: Strategic cost management, the value creation model, support function, 
discretionary cost center, case study 
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1 INTRODUCTION 
 
This chapter aims to introduce and narrow the research field by describing gaps in current 
research.  
 
Information about costs are be of great significance to managers’ decision-making - and to the 
company (Lanen el al, 2011:5). To sustain long-term profitability on an increasingly 
competitive market, it is important to understand the relationship between costs and what 
drives customer satisfaction (Gurau and Ranchhod, 2002). Hence, the direct link between the 
cost of supplying customers with the finished product or service and the customer satisfaction 
- and thereby profitability - has been of great interest to researchers (Kaplan & Cooper, 1998; 
Kaplan & Narayanan, 2001). This is why the area of cost management is of interest for 
researchers and managers alike. 
 
The concept of cost management has been revised and developed many times by researchers 
throughout the years. Over time, the three main streams of research (Cugini, Carù & Zerbini, 
2007) have changed the concept of cost management from a customer-focus perspective. The 
first stream of cost management introduced the customer focus when investigating drivers of 
various customer-related cost and revenue categories (e.g. Gosman, Kelly, Olsson & 
Warfield, 2004). However, the problem with this was that the concept included the 
segmentation of particular costs and therefore fails to include all interlinked costs related to 
providing customers with the appropriate product (Cugini et al., 2007). The second stream, 
initiated by Cooper and Kaplan (e.g. Cooper, 1990; Cooper & Kaplan, 1991), was Activity-
based costing (ABC) and Activity-based management (ABM). ABC similarly proclaims the 
need for a focus on the customer when categorizing costs (Lanen et al., 2011:376): ABC is an 
internal cost control technique that aims to accurately estimate overhead costs to understand 
the total cost of a product (Drury, 2001:462) as well as a tool for managing and controlling 
costs (Drury, 2001:153; Badab & Balachandran, 1993; Gupta & Galloway, 2003). However, 
these two cost management streams are problematic in the sense that they analyze the firm 
from a retrospective perspective (Jacobs, Johnston & Kotchetova, 2001) and are not directly 
linked to the customer’s behaviour or attitude (Cugini, Carù & Zerbini, 2007). Even though 
some companies actually abandoned ABC in the late 1990s (Innes et al., 2000; Kaplan & 
Anderson, 2004), academia and influential accounting institutes still today recognise ABC as 
being an advantageous method (Gosselin, 2007:642).  
 
Nevertheless, the heavy focus on efficiency of cost management pushed for a third stream of 
cost management research which was developed from the ideas of ABC (Shank & 
Govindarajan, 1989;1993). This is termed Strategic Cost Management (SCM) and examines 
the relationship between all costs of product production and customers’ perception of value 
(Shank and Govindarajan, 1993; Shank 1989; McNair, 1994; McNair, Silvi & Polutnik, 
2001a). Furthermore, the framework connects cost management with strategic positioning, 
value chain and cost drivers (Shank & Govindarajan, 1993). Strategic cost management gave 
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rise to value chain analysis (Shank & Govindarajan, 1989; 1993), and cost driver analysis 
(Silvi & Cuganesan, 2006). Later, this extended into highlighting the relation between 
company costs and customer value (Shank and Govindarajan, 1993; McNair, 1994; McNair 
and Vangermeersch, 1998; McNair et al., 2001a). This second focus within Strategic cost 
management was termed the Value creation model (VCM.) This model illustrates which 
activities the firm should target its resources on to maximize the customer value and thereby 
develop a competitive advantage (McNair, 1994; McNair et al., 2001). Hence, in alignment 
with McNair (1994:43) and McNair et al. (2001a, b), VCM provides managers with 
appropriate cost information about how they could allocate the firm’s available resources to 
maximize the resource effectiveness. In general, effectiveness - or doing the right things - is 
rarely measured directly when evaluating the business’ operations (McNair, 1994:43), which 
makes the Value creation model unique and useful.     
 
The VCM model could prove useful when it comes to support functions in companies. If 
managers fully learned its true potential it would be more resource effective than using e.g. 
customer-focused cost management or ABC and potentially give the firm a competitive 
advantage. More specifically, support functions supply the core business with services 
(Bakka, Fivelsdal & Lindqvist, 2006:86); technology development and procurement is one 
example (Porter, 1985:40-43). Support functions tend to be discretionary cost centers (Lanen 
et al., 2011:448). One of the most difficult tasks of management control lies in evaluating the 
efficiency and effectiveness of discretionary cost centers (Drury, 2001:327. Furthermore, 
measurements directly assessing effectiveness are rare (McNair, 1994:43). This is where 
VCM could provide managers with relevant information about how to target resource on the 
areas which are important for customer satisfaction - information necessary for evaluating the 
current situation and make a decision of how to change it to maximize the resource 
effectiveness. This is where the value perspective could add to the strategic cost management 
of a support function. 
 
To the best of our knowledge VCM has not been applied to the support function context. 
Consequently, the additional value perspective could add to the strategic cost management of 
a support function. 
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2 RESEARCH QUESTION AND PURPOSE 
 
In this section, the study’s research purpose, research question, contribution and 
delimitations are presented. 

2.1 Research purpose 
 
The objective of this study is to add to value-based strategic cost management through the 
addition of a support function perspective by developing an adapted Value Creation Model. 
This includes, based on a literature study, internal documents and interviews, developing a 
theoretical model (“The Theoretical Model”) and a method for implementing it in a case 
company support function (“The Research Model”). 

2.2 Research question 
 
Due to the gaps previously identified, the research question of this study is posed as follows: 
How can the value perspective inform strategic cost management of a support function? 
 
To be able to answer this question, the support function at one company in particular has been 
chosen as the unit of analysis. 

2.3 Contribution  
 
This thesis aims to extend the research within strategic cost management towards a more 
value-focused perspective in management control of support functions. The findings from this 
study could give insights to researchers and practitioners considering implementing VCM 
about what an adapted VCM model can look like and how the customer-value perspective can 
add to SCM. 

2.4 Delimitations 
 
The value perspective of Strategic Cost Management is only delimited to the Value Creation 
Model (VCM).  

2.5 Disposition 
 
The disposition of the rest of the study is as follows: in the next, third chapter Frame of 
Reference, previous research in the research field of management of cost and value and The 
Value Creation Model is presented which are then connected to a support function context; in 
the fourth chapter Method, the study’s research design, research process, empirical selection, 
data collection and method of data analysis is described; the fifth chapter Results starts by 
describing the three main articles and specifying the results of the literature study in form of 
design criteria for future studies,  then presents the case company and illustrates the 
developed VCM that is adapted to the case company support function context. Finally, the 
sixth chapter Discussion, Conclusion and Future Research includes the concluding remarks 
of the study as well as a short discussion on the study’s contribution and new areas that are of 
interest to future research.  
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3 FRAME OF REFERENCE 
 
This chapter elaborates on the connection between management control and cost 
management as well as previous research in the fields of cost management and strategic cost 
management. In particular, the focus is on the development of the VCM, segueing into 
management control of support functions. 

3.1 Management of costs and value - from an internal perspective to an 
external perspective 
 

3.1.1 Management control systems and cost management 
 
There is no common definition of Management Control Systems in management control 
research. There are many definitions - from broad to narrow, which is troublesome when 
interpreting the research from a management control perspective (Malmi & Brown, 2008). 
The concepts included in Management Control Systems in this thesis are in line with the 
broader definitions by Chenhall (2003) and Merchant & Otley (2007). Chenhall (2003) 
describes management control systems as systems applied to achieve organizational goals and 
monitor its progression. These systems include both consistently used management 
accounting systems such as budgeting as well as non-financial type of control tools built on 
expectations, like shared value and belief systems. Examples of studies with a narrower 
definition include for example Merchant & Van der Stede, 2012:5-9) exclude formulating 
organizational strategy, Kerr, Rouse & de Villiers (2015) focus on internal Management 
Control Systems from a behavioural and environmental perspective, investigating the 
integration of sustainability controls into Management Control Systems such as Balance 
Scorecard, and Su, Baird & Schoch (2015) who investigate how Management Control 
Systems affect employee behavioural outcome, specifically employees organizational 
commitment.  
 
However, Zimmerman (2001) points out that systems used for decision-making and control 
are not necessarily the same: the type of system depends on the manager’s intention of 
employing the system. If information of management control systems is produced in order for 
the manager to make a more appropriate decision about the production process or cash flows, 
the system is a decision-making system rather than a control system. Information by a control 
system is used to influence the behaviour of the manager’s subordinates to achieve a goal 
(Zimmerman, 2001). Nevertheless, in line with our definition of MCS, Malmi & Brown 
(2008) concludes that a management control system is any type of accounting system 
continuously monitored and used  in an organization to support manager’s decision-making. 
Furthermore, one may argue that the Value Creation Model (see 3.2 “The Value Creation 
Model (VCM)” ), which is exemplified in this thesis, is a type of planning control (Malmi & 
Brown, 2008:292) for improved resource effectiveness - i.e. for strategic cost management.  
 
In fact, cost information may be of great significance to an organisation (Lanen el al, 2011:5). 
Possessing relevant accounting information and knowledge about the activity and the costs 
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and revenues related to that specific activity is essential (Groth & Kinney, 1994; Drury, 
2001:24, 21, 455; Babad, & Balachandran, 1993; Lanen et al, 2001:5) because it enables 
managers to make an accurate decision about the management of the available resources in 
product production and thereby the product’s competitive advantage (Babad, & Balachandran, 
1993). A well-designed cost management system can support the managers by providing 
relevant and accurate cost information at the right time (Babad & Balachandran 1993; Drury, 
2001:6,4; Lanen et al, 2011:376). Hence, cost management is a tool for planning and control 
(Babad & Balachandran 1993; Drury, 2001:6, 4; Lanen et al, 2011:376). The concept of cost 
management includes various meanings but commonly only one is intended; either 
maintaining actual variable or unit costs so that they align with a predetermined budget plan 
(cost containment), avoiding costs through process improvements by identifying possible 
enhancements in efficiency or effectiveness in specific activities and removing activities 
whose costs exceeds the benefits (cost avoidance) or decrease an crucial activity’s fixed or 
variable costs (cost reduction) (Groth & Kinney, 1994; Drury, 2001:455). The common 
implication of cost management has generally shifted from the traditional management 
accounting systems that was the common management system used before the early 1980s 
(Drury, 2001:455) which focused on direct costs and overhead costs  (Drury, 2001:158) and 
was more attentive towards cost containment, to an ad hoc application of cost reduction 
(Drury, 2001:455). Instead, managers should aim to make cost reduction decisions that would 
maintain or improve the customer satisfaction, not erode product quality and thereby 
customer satisfaction (Drury, 2001:455) or shareholder value (Groth & Kinney 1994). 
 
As a consequence of this shift in cost management towards understanding how customers 
generate profit, researchers studied fundamental drivers of profit generation - the direct link 
between customer satisfaction and all costs of providing the customer with the final product 
(Gurau and Ranchhod, 2002). Over time, the field of customer-focused cost management 
developed into the three streams of research: Customer-centric cost management, Activity-
based costing and Strategic cost management (Cugini et al., 2007). 
 
Customer-centric cost management focuses on the customer (Cugini et al., 2007). Shapiro, 
Rangan, Moriarty & Ross (1987) argue that operating profit for some customers are higher 
than for others. It therefore makes sense to connect all types of cost of supplying the customer 
with the product with categories of customers to identify the most profitable group of 
customer and target all types of production resources on these segments to gain profitability. 
Similarly, Gosman, Kelly, Olsson & Warfield (2004) singled out customers with a larger 
percent of individual suppliers when studying profitability and pricing effects on intangible 
assets, based on financial statements. Gosman et al (2004) state that major customers are of 
great financial importance to their suppliers and concludes among else that major customers 
have a higher operating profitability due to advantageous agreements with the suppliers, i.e. a 
competitive advantage. Helgesen (2006a) categorizes the customers of the banking case 
company based on customer accounts. Importantly, by categorizing their customer market, 
managers can gain important and relevant information supporting the decision-making 
process of how to fulfill the customer requirements and simultaneously achieve sustainable 
profitability necessary for the firm’s continuous operation (Helgesen, 2006a). However, the 
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issue with this stream of basic customer segmentation was that the concept included the 
segmentation of particular costs and therefore fails to include all interlinked costs related to 
providing customers with the appropriate product (Cugini, Carù & Zerbini, 2007). The 
segmentation approach is also one-dimensional: a two-dimensional matrix approach (high or 
low customer product margin and high or low value chain cost) could add additional insight 
to managers about the customers - cost relation (Helgesen, 2006a). Additionally, even though 
the idea is to use customer segmentation to connect customers and costs, this approach lacks 
the cost segmentation from a firm activity perspective -  this Customer-focused stream 
developed into the stream Activity-based cost and, later, the stream Strategic cost 
management, from which the VCM model evolved, are elaborated on below.  

3.1.2 Cost management and activity-based costing 
 
In 1988, Kaplan and Cooper introduced the cost and management system Activity-based 
costing (ABC); the system was developed in the early 1990s (Drury, 2001:158), see for 
example Cooper (1990) and Cooper & Kaplan (1991). Also, common research topics during 
the time period included cost driver analysis (e.g. Babad & Balachandran, 1993; Groth & 
Kinney, 1994; Drury, 2001:153) and which activities may add value were common topics in 
cost management research (Groth & Kinney, 1994). The Activity-based costing (ABC) 
system and the soon-after developed cost management application of ABC called Activity-
based management (ABM) are tools supporting decision-making (Gupta & Galloway, 2003; 
Drury, 2001:153; 462). 

Specifically, ABC is an internal cost control technique that aims to accurately estimate 
overhead costs to understand the total cost of a product (Drury, 2001:462) as well as a tool for 
managing and controlling costs (Drury, 2001:153; Badab & Balachandran, 1993; Gupta & 
Galloway, 2003). ABC could also uncover previously unknown insights about the firm’s 
customer-costs relation (Kaplan and Cooper (1998) - Lanen et al (2011:376) points out that 
ABC can illustrate which customers that are profitable and which are not.  

Since ABC is based on the principle that one or multiple activities generate costs (Badab & 
Balachandran, 1993; Groth & Kinney, 1994; Drury, 2001:22 ; Lanen et al 2011:376), 
managers can control how costs (the effect) are generated by identifying how and what main 
activities (the cause) drive costs and adjust these when necessary (Groth & Kinney, 1994; 
Lanen et al, 2011:376). In this context, an activity means a bundle of one or multiple events 
such as tasks or units of work (Drury, 2001:164-165,156). The process of determining which 
costs should be linked to a particular cost object (cost allocation) is central in ABC (Drury, 
2001:122). The process includes, firstly, categorizing the main organizational activities 
(Drury, 2001:165); secondly, estimating the specific costs linked between each activity and an 
activity cost center by solely using cause-and-effect proxy measures (cost drivers) such as 
the number of material receipts in reception of materials are used to allocate the appropriate 
proportion (Groth & Kinney, 1994; Drury, 2001:122); thirdly, identify cost drivers for each 
main activity that was established previously; and fourthly, linking activities’ costs to a 
specific product (Drury, 2001:164-166). 
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Besides the initial series of articles presenting ABC by Kaplan and Cooper (e.g. Cooper 
(1990); Cooper & Kaplan (1991), for example Kaplan and Narayanan (2001) and Hart & 
Smith (1998) demonstrate how ABC could be applied to firms in order to precisely determine 
customers costs. Goebel, Marshal, Locander (1998) state that, compared to traditional 
accounting system, the ABC system can provide managers with useful types of information 
about costs and customers for different internal and external perspectives (e.g. products, value 
chain, customer segments) that facilitates managers’ decision-making and management of the 
firm. Furthermore, although ABC has commonly been used in manufacturing companies 
(Drury, 2001:174), Kaplan and Cooper (1998) claim that since costs of services are mainly 
overheads, ABC may also be beneficial to organizations that offer services. 

 
However, companies’ reason for implementing ABC has shifted over time (Malmi, 1999). 
Malmi (1999) analyzed the drivers of the ABC’s diffusion process among Finnish companies 
between 1986 and 1995, based on Abrahamson’s (1991) framework of fad and fashion 
perspectives. Other contexts that the diffusion process has been investigated in include 
Norway (Bjørnenak, 1997), Vietnam (Huynh, Gong & Huynh, 2014), Jordan (Nassar, Al-
Khadash & Sangster, 2011) and the United Kingdom (Innes, Mitchell & Sinclair, 2000). 
Malmi (1999) concluded that the drivers behind the spread on ABC as an innovation changed 
over time and that the companies supplying ABC most actively drove the development in the 
early 1990s. In the late 1980s, companies demanded more efficient ways of developing 
trustworthy information began adopting ABC (efficient-choice motives). Supplying 
companies and supporting actors such as software industry employees and consultancy firms 
were not very active during this initial phase. In the very beginning of 1990, ABC diffusion 
seemed to be driven by the supply-side of ABC solutions. In general, consultancy firm’s and 
academia’s focus on ABC intensified, hinting towards motives of especially fashion but also 
those of efficiency. Compared to earlier periods of time, the force of the supplying companies 
decreased during the mid-1990s, which according to Malmi (1999), indicate that the drive of 
ABC’s diffusion shifted from the fashion perspective to the fad perspective. By then, 
organizations applying ABC tended to strive towards maximum efficiency and thereby 
imitate other firms’ cost solutions. 

Still, the ABC system is recognized by academia and influential accounting institutes 
(Gosselin, 2006:642) and researchers still investigate the research stream to illustrate the 
advantages of ABC (e.g. Khataie & Bulgak, 2013). However, there is limited support to that 
ABC system’s activity-cost-breakdown can provide relevant insights when investigating 
value-adding and waste characteristics (Khataie & Bulgak, 2013). Also, the positive diffusion 
trend of ABC among companies seems to have changed. Innes et al (2000) suggest that ABC 
system was abandoned by many organizations in the late 1990 because of the great 
complexity of implementing ABC. Raising costs and frustrations among employees were 
additional reasons, according to Kaplan & Anderson (2004). The main critique directed 
towards ABC is related to it being very costly and complex to implement and maintain 
(Velmurugan, 2010; Kaplan & Anderson, 2004), therefore many organizations either reject it 
or use it tentatively (Velmurugan, 2010). This conflicting organizational behaviour is called 
the ABC paradox (Gosselin, 1997). Additionally, Armstrong (2002), criticized the basic 
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assumption of ABC that overhead cost can always be standardized and measurable and hence 
allocated to specific output activities. This, he argues, generates an approach focused on cost-
efficiency of routine activities. Although there are some routine activities that benefit from 
ABC, services such as marketing, strategic development and human resources are not 
standardizable and have a more long-term impact on the firm’s profitability. Hence, 
Armstrong (2002) argues, applying ABC to all non-core firm activities without considering 
this deficiency may create an organizational mentality of short-termism which may have 
negative long-term consequences.                         

3.1.3 Strategic Cost Management (SCM) and value 
 
The focus of value creation is often firm-centric in traditional literature on strategy (Porter, 
1985; Barney, 1991). A study by Hosking (1993) showed that 90% of most firm efforts in 
improving profitability are on increasing efficiency, despite the fact that increased 
effectiveness represents 90% of the added value. As a response to the heavy efficiency focus 
of cost management, Shank & Govindarajan (1989;1993) developed the concept of strategic 
cost management previously established by Shank (1989), aiming to integrate cost 
information from various sources to support the creation of competitive advantage. The 
framework connects cost management with strategic positioning, value chain and cost drivers 
(Shank & Govindarajan, 1993). 
 
The areas first addressed by strategic cost management came to be known as value chain 
analysis  (Shank & Govindarajan, 1989; 1993) and value creation analysis (Silvi & 
Cuganesan, 2006). Later contributions to strategic cost management extended into 
highlighting the relation between company costs and customer value (Shank and 
Govindarajan, 1993; McNair, 1994; McNair and Vangermeersch, 1998; McNair et al., 2001).  

Groth & Kinney (1994) extended the strategic cost management research to include a value 
perspective on the business. Groth & Kinney claim that besides increased profit at the bottom 
line as a result of decreased costs, effective cost management may result in additional value 
gains. Value creation is discussed from a shareholder perspective. Since managers may affect 
value via cost management, managers should be aware of the relationship between cost and 
value and make conscious decisions that benefit the firm. Cost management is one influential 
factor on value creation because of the linkages between costs, business risk, financial risk 
and valuation; value can be added through for instance decreased business risk in net 
operating income, a relative increase in favourable debt and expanded tax benefits due to 
reduce cost. 

In the same spirit, McNair (1994) introduced an additional perspective on the relationship 
between cost and value creation from a shareholder perspective. McNair (1994) developed the 
concept of profit potential of a good or service, meaning the potential profit residual of what 
customer subjectively is willing to pay for the good and so called value-added costs that are 
directly linked to satisfy that particular customer through the production of that product. 
McNair (1994) also states that the excess cost of activities that the customer is not willing to 
pay for, so called waste, reduces the firm’s potential profit to the actual profit. This profit 
reduction due to waste is called profit squeeze. The model assumes that total-firm profit and 
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thereby shareholder value may increase by improving value-adding activities and finding, 
estimating and eliminating non-value-added costs. The available resources are then to be 
allocated in activities customer value so that the proportion of value-added costs increases in 
comparison to non-value-adding costs. Ultimately, this allocation process may result in more 
effective resource utilization and the firm may thereby achieve a sustainable competitive 
advantage. 

The interest in value does not only include academia, in 2014, the world’s largest and leading 
management accountant association called CIMA, which authorize professional qualification 
certificates for students and professionals and aims to establish global management 
accounting principles, (CIMA, n/a) claimed that the value perspective should very important 
in management control to achieve effective practice. Analyzing the effect on value is one of 
the four essential Global Management Accounting Principles (See Figure 0 below) that 
facilitate manager’s making a more suitable decision, understanding the internal and external 
business risks and sustaining the generated value (CGMA, 2014a): “simulate different 
scenarios that demonstrates the cause-and-effect relationship between inputs and outputs.” 
(CGMA, 2014b, p.11).  

 

Figure 0. The Four Global Management Accounting Principles (CGMA, 2014b) 

However, researchers in different streams of research have related to the concept of value in 
different ways where cost management has treated the subject of value creation using a 
strategic focus where value is described as shareholder value. When it comes to value 
creation, management scholars agree on the importance of value creation but there is little 
consensus on what actually constitutes value creation and the process of value creation. The 
benefit of the value creation may focus on shareholders, stakeholders or customers. (Lepak, 
Smith & Taylor, 2007) 
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The strategy literature focuses on creating value for shareholders. Barney(1991) suggests that 
value is created when firm resources create new advantages that enable improved efficiency 
and effectiveness. Similarly, Porter (1985:166) states that value creation is affected by 
innovation and invention by helping firms create new ways of doing things.  
                 
In other areas, such as marketing, value is defined in relation to the customer. Consequently, 
it is the customer's beliefs, needs, experiences and expectations that constitute the perceived 
value of a product or service (Zeithaml, 1991). Traditionally, the concept of value-in-
exchange was used where the value was seen as the price received by a seller in an exchange 
(Vandermerwe, 1996). However, today value-in-use is considered more important from a 
marketing perspective (Grönroos, 2008).The concept of value-in-use emphasizes the role of 
the customer as value creator (Vargo & Lusch, 2004; 2008). A supplier supports the 
customer's value creation and thereby gains financial value (Grönroos & Helle, 2010). As 
stated by Vargo & Lusch (2011:5) “actors cannot create value for another actor but can make 
offers that have potential value”. 
Another concept, which has been developed with value-in-use, is value co-creation. Some 
researchers claim that both customers and the service providers can be seen as a co-creator of 
value (Vargo & Lusch, 2008) whereas others (Grönroos, 2011; Grönroos & Ravald, 2011) 
argue that only under specific circumstances are service providers able to co-create value 
together with the customer. The latter logic argues that a service provider is seen as 
facilitating the value creation process (Grönroos, 2008) and does not automatically create 
value but only support the value creation of the customer (Grönroos, 2011). For value co-
creation to occur, simultaneous presence of both customer and service provider is required. 
This requires direct and active interactions managed through a platform where the service 
provider can influence the customer's usage and processes. The quality of these interactions is 
pivotal and the employees of the service provider have an important role in understanding 
customer needs and wants and supporting value fulfillment. Several marketing concepts, such 
as interactive marketing and part-time marketers, are tied to this business logic where firms 
develop more service-centric and customer-centric business models. (Grönroos, 2011) 

3.2 The Value Creation Model (VCM) 
 
Although there is limited action-related research in management accounting and especially in 
strategic cost management, McNair, Polutnik & Silvi (2001a, b) is one acknowledged 
exception (Labro & Tuomela, 2003; Watts & McNair-Connoly, 2012; Santini, 2010). In 
strategic cost management, the research by McNair et al (2001a) has been labeled value 
creation analysis (Silvi & Cuganesan, 2006) or customer value analysis (Mohamed & Jones, 
2014). In fact, McNair et al (2001a) introduced the value creation model (VCM), based on the 
work of Groth and Kinney (1994) and McNair (1994). VCM is built on the concept of profit 
potential, introduced by McNair (1994) and indicates the difference between revenues and 
customer-defined valued-added costs (McNair, 1994). The profit potential states that 
profitability is improved if the relative amount of value-added costs increases and hence 
introduces the idea of managing the firm by focusing on customer perception of value 
(McNair, Polutnik & Silvi, 2001b). However, the work by McNair (1994) is not supported by 
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any quantitatively defined study, a gap which McNair et al (2001) address by developing the 
VCM as a tool for exploring the link between customer value and a firm’s internal cost 
structure and applying VCM to a case company.  
                         
The theoretical discussion behind the VCM is partially gained from the marketing literature 
where the notion of customer-defined value attributes (Wayland & Cole, 1997) is borrowed. 
The idea is that customers select a product or a service based on perceived utility and value of 
its attributes. The VCM uses the value attributes to connect costs of delivering the attributes 
with the profit potential prospects through ABC. Figure 1, below, further explains the concept 
of the VCM. The price of a product or service can be broken into profit and three cost 
categories; value-added costs (VA) that contribute directly to create customer value, the costs 
of activities supporting the business’ creation of customer (business value-added costs, BVA) 
and waste. The only cost that creates value for the customer, and hence revenue for the firm, 
is the value-added cost. The ratio between the revenue and value-added costs of a product or 
service is defined as the value multiplier, a central concept in the VCM which identifies the 
relative amount of costs aimed at improving the profit potential. (McNair et al 2001a) The 
value multiplier also illustrates which activities the firm should prioritise in order to gain a 
competitive advantage on the open customer market. (McNair et al 2001a; Shank & 
Govindarajan, 1993).  
 

 
Figure 1. The value creation model (McNair et al, 2001; McNair, 1994:7) 

 
In the case study by McNair et al (2001a) an Italian agriculture manufacturer, Celli, is used to 
test the applicability of VCM. In practice, this was achieved by collecting customer value 
attribute data regarding importance and satisfaction from an unbiased sample of 43 customer 
of a specific business unit at Celli through a survey. To evaluate the difference in perceived 
importance of value attribute, data was also collected from managers at Celli. By asking the 
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respondents to allocate 100 points across their most preferred bundle of attributes, the 
attributes are weighted and defined for each customer segment and an average value attribute 
profile is created for each segment. Subsequently, an activity analysis is conducted through 
interviews with business unit managers regarding the value chain and all activities performed 
as well as a collection of job descriptions and department maps. By using ABC, the costs of 
the activities of the business unit were classified as value-adding, BVA or waste. Value-
adding costs are defined as the activities customers are willing to pay for. As a mean of 
linking costs and value attribute data, the budget proxies for each customer segments are 
estimated by multiplying the revenues from each segment with the ranking of each value 
attribute (%). The activities previously defined as value-adding are linked to the value 
attributes they support and multiplier relationships are calculated and analyzed. The analysis 
is further developed by comparing revenue multiplier to customer satisfaction of the value 
attributes. In the final step of the study, site managers are interviewed about the implications 
of the VCM information and its usefulness to the future operations in the business unit. 
Ultimately, the objective of VCM is to provide managers with new insights in order to 
enhance managers’ decision-making ability about the firm’s efficiency and effectiveness. 
(McNair et al, 2001a) Effectiveness is a rare direct metric in organizations, which makes the 
Value Creation Model a unique measurement tool (McNair, 1994:43-45, 6-8). 
 
Overall, the study contributes to extending the applied research within strategic cost 
management by practically developing new linkages between customer value and costs 
incurred. The model facilitates more effective resource allocation, and thus improved profit 
potential, by aligning value attributes, customer segments and costs. However, McNair et al 
(2001a) emphasize that even though the case study of Celli indicated that the multiplier 
analysis was perceived as informative and useful, the VCM and specifically the value 
multipliers are quite difficult to grasp. A future recommendation also addresses the need for 
better apprehension of a firm’s strategic context and customer value data collection methods. 
However, in the study McNair et al (2001a) fail to explicitly articulate how the value 
attributes were identified. 

3.3  Cost, value and support functions 
 
As shown in examples above, VCM has only been applied in the context of entire 
organizations. The approach of this thesis is to examine VCM from a support function-
perspective. 

3.3.1 Support functions 
 
In line with Mintzberg’s idea about support functions as one part of the organization, which 
includes various internal service functions in the firm, from cleaning to marketing (Bakka, 
Fivelsdal & Lindqvist, 2006:86), Porter (1985:38) divides the organizational design of a firm 
into primary and secondary activities. The primary activities are the core of the firm but must 
be supported by the secondary activities in order to function. Porter (1985:40-3) identifies 
four general support activities: firm infrastructure, human resource management, technology 
development and procurement, where firm infrastructure relates to all activities that connect 
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different parts of a firm such as management, accounting, finance and information systems 
(Figure 2 below). 

 
Figure 2. Porter’s Value Chain (Business set free, 2013)    

                  
Support functions are often seen as non-value-adding overhead costs (Lantz, 2010) and the 
strong trend to focus on core business has led to an increasing amount of outsourcing of 
support activities. Traditionally, basic support services, such as cleaning or security, have 
been prone to outsourcing but lately more qualified services such as IT or finance are 
affected. (Nilsson, 2008:91-2) In both major corporations and governmental agencies, 
outsourcing of IT and business services represents the greater percentage of IT-expenditures 
and continued growth is expected between 2011-2015(Willcocks & Lacity, 2012:1) Contrary 
to the outsourcing trend, Bakka, Fivelsdal and Lindkvist (2006:86) discuss the value of in-
house support functions, especially IT as a strategically important resource. Hence, this 
demonstrates that a support function can be viewed from many different perspectives 
depending on the context of a specific firm.  Next, the traditional management control of a 
support function is described. 

3.3.2 Management control in support functions 
 
In order to ensure that the objectives of an organization are followed and supported by its 
employees, management control systems and devices are used to control behaviour and 
decisions (Merchant & Van der Stede, 2012:6).  
 
Almost all organizations use financial results control systems to control the behaviour and 
decisions of their employees. Here, the performance is measured in monetary terms through 
accounting measure (revenues, costs, profits or returns). The main advantages of using 



14 
 

financial results control systems is that the measures are precise, objective, easily understood 
and relatively inexpensive compared to other forms of control. One of the main financial 
results control systems, apart from planning and budgeting systems and incentive contracts, is 
financial responsibility centers which enable the organization to spread the accountability for 
the financial results. (Merchant & Van der Stede, 2012:261-2) 
 
In a cost center, performance is usually measured based on the incurred costs. Discretionary 
cost centers, such as research & development, human resources, purchasing and accounting, 
often have difficulty measuring performance since the output is difficult to measure in 
monetary terms and to connect output to a specific cost. Also complicating the matter, the 
relationship between cost and service quality is often unclear. (Lanen et al., 2011:448) 
Therefore, these functions are usually controlled by ensuring that they comply with the 
expenditure caps in the budget while pursuing their respective objectives (Merchant & Van 
der Stede, 2012:261). One of the most difficult tasks of management control lies in evaluating 
the efficiency and effectiveness of discretionary cost centers (Drury, 2001:327).The text 
explains why support functions usually have an extensive cost focus but also inspires ideas 
about how to best allocate the assigned resources depending on an organization’s unique 
composition and needs.  
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4 METHOD 
 
This chapter describes the study’s research design, research process, the empirical selection 
criteria, data collection and method of data analysis.   

4.1 Research design and research process 
 
This study is a part of a larger on-going research project between the case company and the 
University of Gothenburg: School of Business, Economics and Law. The authors of this study 
acted as research assistants: this study is a pre-study in that larger research project.  
 
Due to the nature of this pre-study, a practice-oriented problem in association with 
management control of support functions is investigated, but the main problem is still 
grounded in theory. This fundamental idea is aligned with the fact that management 
accounting is not only an academic research science; management accounting is also an 
applied science, where the objective is to prepare relevant theoretical solutions for practical 
problem solving in companies (Kasanen, Lukka & Siitonen, 1993; Mattessich, 1995; Malmi 
& Granlund, 2009). However, this more practical and practice-intervening approach to 
management accounting is rarely used in management accounting research (Kasanen et al, 
1993; Scapens, 2008; Labro & Tuomela, 2003), although there are exceptions such as 
Kasanen et al (1993) and Labro & Tuomela (2003). In fact, in recent decades, the expansion 
of management accounting knowledge has mainly been limited to the social and political 
aspects of using accounting in organizations that are of less relevance to practice 
(Baldvinsdottir, Mitchell & Nørreklit, 2010; Scapens, 2008) instead of proactively interacting 
with practice and developing solutions more applicable in day-to-day business operations 
(Baldvinsdottir, Mitchell & Nørreklit, 2010; Merchant, 2012; Humphrey & Scapens, 1996). 
Even though the relevance of practically-based theoretical management accounting findings is 
questioned by some researchers (Soumala, 2009:10;Malmi & Granlund, 2009; Scapens, 
2008), others argue that academic researchers should support practice by using insights from 
previous research findings about phenomenons observed in companies as well as developing 
management accounting techniques and investigating issues related to these accounting 
methods and systems (Westin & Roberts, 2010:8; Baldvinsdottir et al, 2010). The theoretical 
foundation of the practical accounting solutions should ultimately aim to contribute to 
improve the organizational performance and possibly gain a competitive advantage and 
thereby be of use to managers, organisations and society in general (Malmi & Granlund, 
2009; Scapens, 2008). 
 
To answer the research question, a case study approach(Yin, 2009) was selected. It was 
deemed suitable due to its ability of understanding a practical management accounting 
phenomenon in a specific organizational context (Ryan, Scapens & Theobald, 2002:143) as 
well as its diversity in possible empirical data and methods of data analysis (Eriksson & 
Kovalainen, 2008:116). Hence, multiple sources of empirical data may be used resulting in a 
more rich and complex contextual understanding (Tellis, 1997). However, the limitations of a 
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case study include the time-consuming process of processing all data to gain an adequate 
comprehension of the research context and the case’s history (Collis & Hussey, 2009:83).  
 
This study was performed using a single case study. The case company is believed to be a 
representative case (Yin, 2009:45) and consequently, the thesis can explain common 
situations and issues typically experienced in this environment (ibid). By using mostly 
qualitative data, the study is foremost being theoretically generalizable to organizations in a 
limited but similar context (Scapens, 1990; Lukka & Kasanen, 1995; Eriksson & Kovalainen, 
2008:82; Ryan, Scapens & Theobald, 2002:143). Scapens (1990) claims that because the case 
study approach assumes that reality is socially constructed, the researcher inevitably affects 
the interviewee and later, the research process when interpreting the interview data. Hence, 
when conducting this type of social research bias is unavoidable, even though systematic data 
analysis and documentation of the process facilitates the research process’ credibility. This is 
why we have strived towards describing the research process in detail. Another problem of 
socially constructed case study research includes limiting the scope of the case and its relation 
to other social contexts, since they are all interconnected. Since it is impossible to study 
everything, documenting clear delimitations and proxies defines the case’s boundaries. 
 
The research process of this thesis is only limited to the creation of an adapted model; the 
subsequent steps of operationalizing and evaluating the model is left to future research. The 
phases of this paper’s research process are described in Figure 3 on the next page. Even if the 
research process in Figure 3 seems linear, the research process really was more iterative. 
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Figure 3. The research process of this study. 

 
First, to get acquainted with the field of research, to determine the paper’s focus and to 
familiarize with the case company we analyzed material from four semi-annual questionnaires 
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called End-user survey (EUS) and two Business partner survey (BPS) collected by the case 
company between 2012 and 2014. Additionally, an interview with Respondent 1 provided 
more information about EUS, BPS and the basic organizational structure on Group IT. The 
questions asked were themed: “Please tell us more about EUS” or “Could you please tell us 
more about how the collected data is used in the organization?”. We also studied secondary 
data (End-User Survey and Business-Partner Survey) and internal documents from the case 
company to understand the activities better such as text and charts describing Group IT's 
organizational structure, management control process and areas of responsibilities. The 
preparation phase also included reading research within management control, strategic cost 
management and support functions. The articles were found via Google Scholar, cross-
checked in the search engine of Gothenburg University Library (www.ub.gu.se).  Soon, the 
value perspective and specifically VCM was identified as an important and relevant research 
focus. 
 
When writing the report, the aim was to give adequate weighting to all scientific contributions 
within the research area and the proficient origins of the research project, i.e. the VCM. 
Through proper referencing, other researchers were acknowledged for their contribution to the 
research area and plagiarism was avoided. 
 
Secondly, to identify pros and cons of how previous studies have operationalized VCM in 
their studies, a VCM-literature study of all articles citing McNair et al (2001a) was carried 
out.  
 
Thirdly, we developed the fundamental components of our Value creation model, adapted to a 
support function. It meant creating both the Theoretical Model and the Research Model. To 
better understand the prerequisites of VCM, how it corresponds in the context of a support 
function and particularly the IT support function of the case company two interviews and a 
workshop were conducted. An interview with an expert in generic IT value attributes 
(Respondent 3) provided insights into best-practice activities and characteristics of IT support 
functions. The questions were general: “please tell us more about the activities in a generic IT 
support function.” and “do you know anything about best-practice value attributes?”. The list 
of best-practice value attributes that was discussed consisted of “Well-functioning support 
function”, “User-friendliness”, “Professional Training”, “Prompt fulfillment of change 
request”, “Adequate portfolio of solutions”, “Proactivity in supporting business innovation” 
and “Adequate IT security”. The list describes a generic IT support function. However, the 
list is not exhaustive and should be adapted to the characteristics of the case company’s 
support function. Magnusson stresses the importance of clarify the meaning incorporated in 
each characteristic and make sure that they are directly connected to activities performed by 
the firm. Later, during the second interview with Respondent 1, we asked questions such as 
“what does Group IT’s organizational structure looks like, in detail?”, “how does the 
management control of IT at the case company work?” and “how do budgets influence your 
prioritization of IT projects?”. He talked about the organizational structure of Group IT - the 
IT support function at the case company - and the activities performed by Group IT, the 
management control of IT in the case company, the prioritization process of IT projects and 
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the responsibilities of specific roles in the IT organization. Based on the discussion during the 
meeting about the list of best-practice value attributes, the value attributes were adjusted to fit 
the context. Respondent 1 accepted the best-practice attributes with the addition of a project 
perspective, hence an eighth perspective was included. More specifically, the attribute 
“Ability to execute projects” was added. 
 
Fourthly, 12 end-users were individually interviewed to supplement the surveys EUS and 
BPS, to gain insight into the company and the IT services and test the format and the 
relevance of value attributes in an interview situation. The end-users verified the relevance of 
the value attributes. The first phase of the interview was structured and the second phase were 
semi-structured. We started by explaining the purpose of the interview and our background. 
During the interview, the interviewees first explained their position, title and main tasks and 
described their day-to-day use of IT services in terms of hardware, software and Service 
Desk. Then, a pre-coded, pre-defined list of value attributes was presented to the end-users 
and they were asked to distribute 100 points across the bundle of attributes, based on the end-
users perceived importance to be able to perform their job. The interviewees were thereafter 
asked how satisfied they were with the IT service provided by the support function by grading 
each attribute on a scale from 0 to 100, where zero equals no satisfaction and one hundred 
equals total satisfaction. During the second phase of the interview, the respondents were 
asked about their IT experience of each value attribute, their overall opinion about the list of 
attributes and if they would like to add or remove any specific value attribute. The questions 
guiding the conversations were for example “how would you describe your use of IT services 
in terms of hardware, software, Service Desk etc.?”. The reasons behind any desirable 
changes to the list of value attributes were also inquired: “What are your spontaneous 
thoughts about the list of value attributes? Are there any attributes you miss or think should be 
eliminated?”. The interviewees were probed to give more elaborate answers on their 
statements.  During the interview, it was noted if the respondents had any issues with 
understanding the format or wording of the value attribute, in order to prepare the most 
efficient material for the planned quantitative survey.  
 
The interview phase also included a workshop. The workshop, where Respondent 1 and 16 
participated, verified the value attributes in the context of the case company. In fact, the 
workshop included presenting the research project, VCM and central concepts such as value 
attributes. To understand the concepts better, the participants were given the opportunity to 
fill out the same template with the eight value attributes, identified through best-practice, as 
the end-users. Then, a semi-structured discussion about the value attributes occurred. Guiding 
questions asked during this phase were among else: “what are your spontaneous thoughts 
about the list of value attributes? Are there attributes you miss or think should be eliminated?” 
and “are these IT value attributes representative or not of your business processes?”. Next, 
since all types of interviews were recorded, the interviews were transcribed. Before being 
concluded in the Results chapter, we read through the transcriptions and EUS separately 
before categorizing and analyzing the data from EUS and the interviews (see 4.4 Method of 
Data Analysis). 
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Fifthly, the Theoretical Model and the Research Model were developed, including templates 
and Survey Design Guides to all three steps in the Research Model (value attributes, cost 
analysis, value multipliers).   

 
Finally, the models were evaluated for the sake of future research: an interview with the VCM 
expert Lidija Polutnik (Respondent 2), one of the researchers that established the value 
creation model in 2001, provided insights into delimitations of the Theoretical Model and the 
Research Model and possible implications of operationalizing them. We provided Lidija with 
our questions in advance. After explaining the purpose of the interview, we presented the 
Theoretical Model and Research Model. Polutnik then was given the opportunity to comment 
on each model: “what do you think about the simplicity of the Theoretical/Research Model’s 
content?”, “do you think our definition of value is suitable to the context?“, “have you noticed 
any logical errors?” and “overall, is there anything specific that you very much 
dislike/question about our methods?”.  We also asked for general advice regarding future 
issues when operationalizing the models and if there was anything we should be mindful 
about. 

4.2 Empirical selection  
 

    4.2.1 Selection criteria - literature study 
 
In order to summarize the existing research relating to the VCM, provide the thesis with a 
background and determine gaps in the existing research, a literature study of VCM was 
conducted. Hence, a systematic review of earlier applications of VCM was performed. The 
purpose was to gain insight into how VCM has been applied earlier in order to develop a 
suitable model for a support function context. 
 
The literature study was conducted using the search engine Google Scholar to find all works 
citing McNair et al (2001a). Of the 80 works found, 34 articles were included in the literature 
study (see Appendix 1). Of the 46 works omitted, 18 were excluded due to format(not being 
journal articles), 22 due to language (other than English or Swedish) and 6 due to 
inaccessibility.   

    4.2.2 Selection criteria - case company  
 
In conducting a representative single case study (Yin, 2009:48), it is believed that the case 
company displays all typical features of a larger multinational manufacturing firm. 
Additionally, accessibility played a major role. Both authors have direct links to the case 
company. However, most importantly the case company has close ties with The School of 
Business, Economics & Law at Gothenburg University and the two are currently 
collaborating on several research projects relating to management accounting. Specifically, 
one of the projects concerns new ways of conducting management control of the IT support 
function which can explain the case company’s motivation for participating in the research 
relating to this thesis.  
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In alignment with Eriksson & Kovalainen (2008:52), we believe that the relational closeness 
between researchers, university and case company facilitated the accessibility to individuals 
and internal documents and hence improved the contextual understanding of the case. 

    4.2.3 Selection criteria – respondents 
 
The data collected from the respondents was used to understanding more about VCM, 
validate secondary data of EUS and BPS and/or gaining more insight into the case company. 
For the purpose of theoretical generalizability, the sample of respondents required to be able 
to draw conclusions from qualitative data is relatively small (Scapens, 1990; Eriksson & 
Kovalainen, 2008:82; Ryan, Scapens & Theobald, 2002:143). However, to prove theoretically 
relevant, qualitative data has to be collected from a purposefully selected sample (May, 
2002:205). A list of the respondents that were interviewed are presented in Table 1, see 4.3 
Data collection. 
 
Even though the end-user respondents were chosen out of accessibility at the case company, 
they were still purposefully chosen to suit the paper’s objective and based on the criteria that 
the respondents use Group IT’s services in their daily work, are full time employees (all but 
End-user 1/Respondent 4 fulfill this criteria) and that the respondents are somewhat spread 
between different units and positions. Respondent 1 were selected for the initial interviews 
because of his knowledge in EUS and BPS - since he is accountable for them - and because of 
his role he would have extensive insight into the Group IT’s  organization, management 
control, methods of communication internally and with other business areas and the process 
of IT projects’ prioritization. With their background in creating EUS and BPS, the workshop 
participants would contribute to the justification of the value attributes in the case company. 

 
The experts assisting the research process due to their knowledge in IT or the Value creation 
model, respectively. Johan Magnusson (Respondent 2) - PhD in IT Governance from School 
of Business, Economics and Law in 2010, a consultant and a speaker on the topic - was 
consulted to provide additional insight in how generic organizations manage their business in 
terms of value vs costs as well as norms in IT management control and characteristics of IT 
activities. Best practice value attributes were discussed. As an author of the original article 
about VCM (McNair et al 2001a) and accessibility due to her association with School of 
Business, Economics and Law, the input of Lidija Polutnik (Respondent 3) was valuable for 
the research process. 

4.3 Data collection  
 
To gain deeper understanding of the subject, understand the interviewee’s point-of-view and 
above all validate the content of EUS and BPS (Scapens, 1990) as well as test if the 
interviewees could relate to the phrasings used relating to our suggested value attributes in the 
case company, we conducted in-depth interviews. There were 18 interviews in total. In 
alignment with Scapens (1990), all but one interview were administered face-to face to better 
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notice informal clues of the respondent’s intention - behavioural tendencies - and ask relevant 
follow-up questions to understand more about the particular topic. All interviews, except the 
interview with Professor Polutnik, were conducted in Swedish. The 12 end-user interviews 
were all conducted individually at the case company. The duration of each interview tended to 
be about 30 minutes, although it varied from 15 minutes to 55 minutes depending on the 
individual, please see Table 1.  
 

 
Table 1. An overview of the interviewees of this thesis. 

 
As described previously, the end-user interviews had a structured and a semi-structured phase 
to first collect the formal data and subsequently ask more open questions about the answers. 
This structure allowed us to discuss all intended topics but still allowed the interviewee to 
present his or her point-of-view (Eriksson & Kovalainen, 2008: 82). Prior to the end-user 
interviews, the value attributes had been translated to Swedish to maximize the respondent’s 
comprehension and minimize bias due to language barriers.  Additionally, we led an almost 
two hour long workshop with semi-structured questions. Two employees (Respondent 1 and 
16), knowledgeable in the IT services and the format of EUS and BPS, participated. The face-
to-face workshop was held at the case company head-quarters, please see Table 1. The 15 
minutes long interview with Magnusson was semi-structured and held face-to-face. Polutnik 
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was interviewed via Skype, due to geographical inaccessibility. The questions were semi-
structured and the interview lasted about an hour. 

During the research phase, the interviews were conducted using voluntary participation and 
informed consent, in alignment with Eriksson & Kovalainen (2008:65). This project is 
performed partially in collaboration with case company and its employees have been the 
informants (interviewees) of the study and voluntary participation was applied. Prior to 
consenting to the interview, the interviewees were informed of its purpose and estimated 
length. During the interviews, the purpose was introduced again and the involvement of their 
employer was described more in detail as well as the role of the researchers, why they had 
been selected for the study and how the data would be used. Any questions the participants 
had relating to the study were addressed with a high degree of transparency. All interviewees 
were asked and consented to the interviews being recorded. Additionally, the participants 
from the case company were informed about their anonymity in the study and that their 
participation or non-participation would not be reported to their employer. In line with Collis 
& Hussey (2009:46) and Scapens (1990), it was anticipated that this would encourage more 
open responses. The non-identifiability of participants from the case company was considered 
extra important in the study due to the employer involvement. However, as Scapens (1990) 
points out: even though keeping the organization's name and the participant’s identity secret 
from external and internal parties is a way of gaining access to information, it also affects the 
context of the case study and hence the reader’s interpretation of the case context. 

 
Apart from the empirical material collected through interviews, secondary data (Eriksson & 
Kovalainen, 2008:78, Ryan et al., 1992, 2002) was also collected to provide an additional 
source of evidence. The majority of the material was internal documents from the case 
company with the exception of a report conducted by Accenture which relates to the 
management of IT at the case company and specifically the achievements of the CIO. The 
internal documents and figures collected from the case company, used to provide a contextual 
understanding, include documents of the responsibilities of the IT subdivisions AMS, DPS, 
IMS and BE/Corporate Functions as well as figures displaying the IT function’s 
organizational structure and corporate governance of IT. However, the largest part of the data 
originates from two surveys conducted internally in the case company on a semi-annual basis. 
The surveys, End-User Survey (EUS) and Business Partner Survey(BPS), address IT’s effect 
on the working environment. More specifically, EUS is directed towards all the internal 
customer of the IT function’s service. To sample respondents from the case company’s 30 
000 employees, 2400 email addresses are randomly selected(Respondent 1). The EUS has a 
response rate of 14-18% (Respondent 1) and consists of both structured and semi-structured 
questions. The surveys from 2012Q4, 2013Q2, 2013Q4 and 2014Q2 were studied. The 
second survey, BPS, is based on the results from the EUS. Now the responses from each 
business area are analyzed and discussed by the heads of that business area and the BLO of 
that specific business area. In total, 130 to 170 vice presidents and directors are interviewed in 
groups about the data collected from EUS. About 70 percent of the approached respondents 
attend these meetings. (Respondent 1) The BPS from 2013Q4 and 2014Q2 were studied. 
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4.4 Method of data analysis 
 
The collected data from the semi-structured interviews, the workshop and the internal 
documents was sorted and reorganized using the techniques described below.  
 
A content analysis (Collis & Hussey, 2009:164-5) was performed on qualitative data from 
three EUSs; 2012Q4, 2013Q2 and 2014Q2. Unfortunately, data from EUS 2013Q4 was 
unavailable. To sample the large amount of data, a specific response question - “Need for IT 
in daily work” - was chosen due to its similarities with the questions posed in the end-user 
interviews. Responses relating to business areas not relevant to the study were excluded. 
During the content analysis, coding units in the form of themes were used. The comments 
were then manually and systematically categorized to the following empirically-based coding 
units (Collis & Hussey 2009:165): “User-friendliness”, “Infrastructure”, “Hardware”, 
“Applications” and “Other”. Each response was only categorized into one category. For 
instance, if a response expressed comments relating to several coding units, the response was 
categorized into the coding unit which dominated the comments. However, if it could not be 
determined which coding unit dominated the response, the response was categorized 
according to the first comment in the response. Subsequently, the answers pertaining to each 
coding unit were counted and summarized in Pie Chart 1, see 5.2.4 End-user experience 
about IT services.  
 
The data obtained from the semi-structured interviews and the workshop was structured by 
using a general analytic procedure (Miles & Huberman, 1994). Prior to structuring the data, 
the interviews and the workshop were transcribed. The data was then carefully studied and 
subsequently selected and structured manually into categories which emerged during the 
study phase: “Satisfaction of current IT service”, “Need and use of IT” and “How the 
respondents understood the pre-defined value attributes and the interview format”. In the 
second structuration phase, we studied each of the mentioned categories individually. In the 
first category “Satisfaction of current IT services”, the responses were color coded according 
the value attribute which they belonged to; “Well-functioning support function”, “User-
friendliness”, “Professional training in IT solutions”, “Prompt fulfillment of change request”, 
“Adequate portfolio of solutions to perform my job”, “Proactivity in supporting business 
innovation”, “Ability to execute IT projects” and “Adequate IT security”. The second 
category, “Need and use of IT”, was established to investigate the different needs of IT the 
end-users expressed, such as need of complex applications or the exclusive use of Microsoft 
Office. The responses were categorized according the type of use or need expressed: “General 
applications (email, Microsoft Office, Lync, Intranet, Sharepoint, time reporting)” , “Service 
Desk”, “Hardware (cell phone, computer)” , “Response frequency per attribute/ formation of 
attributes”, “Business area-specific applications”, “General application and organizational 
characteristics”, “IT-security” and “IT-training”.  The aim of the third category “How the 
respondents understood the predefined value attributes and the interview format” was to test 
how the respondents would perceive the pre-defined value attributes. The sub-categories used 
were “Type of attributes included (eliminate or adapt)”, “General reflections on which end-
users to target”, “How could we clarify the definitions of attributes or the questions asked” 
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and “Other (how the survey could be designed; the importance of connecting costs with 
attributes)”. 
 
During the semi-structured interviews, the end-users were requested to fill out a template to 
indicate their perceived importance and satisfaction of the pre-defined value attributes. After 
conducting the interviews, the structured data was summarized in an Excel-file and the 
median importance and satisfaction was calculated for each attribute. The result is displayed 
in Table 2, see 5.2.4 End-user experience of IT-service. 
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5 RESULT 
 
The objective of this study is to extend value-based Strategic Cost Management through the 
addition of a support function perspective by developing an adapted Value Creation Model by 
McNair et al. (2001a). This includes, based on a literature study, internal documents and 
interviews, developing a theoretical model (“The Theoretical Model”) and a method for 
implementing it in a case company support function (“The Research Model”). This section 
presents the results of the research process. Firstly, the results of the conducted literature 
study are presented in form of design criteria - the literature study investigates previous 
applications of VCM and specifically those involving support functions. Secondly, details 
about the case study which is performed on a case company’s support function in order to 
investigate the context-specific prerequisites for adapting VCM. Finally, the results from the 
literature study and case study are used as input to create an adapted VCM Research Model 
for a support function in this specific context. This chapter also includes intertwined 
analytical commentaries.  

5.1 Literature Study of VCM 
 
To better understand how previous researchers have approached VCM by McNair et al 
(2001a) and the reasons behind their approach, we conducted a literature study that will be 
presented below. The study ultimately resulted in lessons learned that were of use to us when 
developing our own adapted VCM model. The literature study also showed that 
operationalized research in value creation analysis - or customer value analysis - is not very 
extensive, according to our conducted literature review of articles (please see Appendix 1) 
citing McNair et al (2001a). Out of 34 journal articles, only three applied or partially applied 
McNair et al. (2001a)’s Value creation model: Mohamed & Jones (2014), Cugini, Caru & 
Zerbini (2007) and Silvi & Cuganesan (2006). These three articles will be described in detail. 

Nevertheless, the majority of the citing articles only mention McNair et al. (2001a) briefly. In 
general, the ideas of McNair et al (2001a) is considered - often in relation to ABC - an 
important strategic cost management tool, notably in articles in the field of strategic cost 
management (Watts & McNair-Connolly, 2012; Himme, 2012; Bjørnenak & Helgesen, 2013; 
Ellram & Stanley, 2008; Santini, 2010;), cost management (Mijoč, Pekanov Starčevic & 
Mijoč, 2014), strategic management accounting (Cinquini & Tenucci, 2010; Tenucci, 2010), 
management accounting (Labro & Tuomela, 2003; Gimžauskienė & Valančienė, 2007; 
Mattimoe & Seal, 2011) or management control (Skoog, 2003). In addition, the concept of 
customer-based value is heavily integrated in marketing research (Slater, 1997, Grönroos, 
2008) - McNair et al (2001a) is acknowledged in marketing research (Helgesen, 2007a; 
Helgesen 2007b; Helgesen & Nesset, 2010; Helgesen, Håvold & Nesset, 2010; Nesset, Nervik 
& Helgesen, 2011; Helgesen, Nesset & Strand, 2013; Inglis, 2008; Helgesen, 2008; Helgesen 
& Nesset, 2007a; Helgesen & Nesset, 2007b;  Helgesen & Nesset, 2001; Helgesen, 2006b; 
Toppinen, Lähtinen, Leskinen & Österman, 2011; Helgesen & Nesset, 2009), target costing 
(Woods, Taylor & Fang, 2012; Helms, Ettkin, Baxter & Gordon, 2005; Zengin & Ada, 2010) 
and Just-In-Time (Madanhire & Mbohwa, 2014). 
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5.1.1 Articles operationalizing a version of VCM - Mohamed & Jones 
(2014); Cugini, Caru & Zerbini (2007); and Silvi & Cuganesan (2006) 

 
Mohamed & Jones (2014) develop a comprehensive model that includes, among else, a 
version of VCM. Overall, Mohamed & Jones (2014) identifies a lack in strategic management 
accounting where most studies only use one or two profitability drivers to manage and predict 
profitability. Most previous studies focused only on drivers of costs and/or revenues. The 
authors also claim that there is a need for a comprehensive profitability analysis tool by also 
including an external strategic perspective on profitability. Therefore, Mohamed & 
Jones  (2014) identifies several techniques that would address this deficiency, namely 
customer value-driven cost management (VCM), intellectual capital management and 
customer value management. These techniques are then included in the multi-perspective 
model called ‘The proposed profitability model’ that Mohamed & Jones (2014) developed in 
their study in order to manage profitability. The authors recognize the importance of 
strategically managing the firm based on customer needs and preferences. Profitability is 
defined as return on assets.  

 
‘The proposed model’ consists of three pillars; cost driver, asset driver and revenue drive: the 
first pillar, cost driver, is mainly based on McNair, Polutnik and Silvi’s (2001a; 2001b) Value 
creation model. In Figure 4 below, the four steps of the cost driver pillar are presented. 
Firstly, the customer value analysis identifies a list of value attributes appreciated by the 
customers, secondly, the revenue equivalent includes assigning value-weighted revenue to 
each attribute, thirdly, the value-added costs of each attribute are identified and, finally, using 
the established relationship between cost and value as a foundation for strategic decision-
making. (Mohamed & Jones, 2014) Hence, the cost pillar of ‘The proposed model’ is very 
similar to VCM. 
 

 
Figure 4. The proposed profitability model by Mohamed & Jones (2014:4). 
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Firstly, using a deductive approach, three types of drivers are established in literature and a 
model is created. Secondly, the method of data collection applied in the study is exploratory 
and based on a quantitative survey study of 190 firms in the Egyptian Information and 
communications technology sector. Here, the strategic use of decision-making of the model is 
tested through financial and senior managers responding to the proposed model in a self-
administered questionnaire, hand-distributed and collected. The appropriateness of the 
questionnaire is evaluated by six people prior to the collection process. (Mohamed & Jones, 
2014) 
                     
Mohamed & Jones’s (2014) main addition to the theory of strategic cost accounting research 
is the development of a unique comprehensive profitability model that would improve 
managing and predicting profitability and how the components should be used in combination 
with strategic management accounting techniques. The proposed profitability model also 
serves as a manifestation of the value creation model’s importance understanding 
profitability. The practical contribution of the authors lies in profitability management in the 
specific context of the case study, the Egyptian information and communication technology 
sector. However, there are certain characteristics the company needs to fulfill for the 
comprehensive profitability model to be applicable; for example the model would not be 
suitable for entities with low intellectual capital or few intangible resources. Implementation 
of the model also requires extensive collaboration through the establishment and training of 
multi-functional teams. (Mohamed & Jones, 2014)  
 
Another study by Cugini, Caru & Zerbini (2007) tries to extend established strategic cost 
management in general and VCM in particular by adding a service perspective on VCM. The 
authors argue that VCM has only been well developed to satisfy the production of tangible 
goods; the deficiency identified by Cugini et al. (2007) regards the direct link between costs 
and customer satisfaction in service industries. An adapted version of VCM is used which 
illustrate how service components affecting the customer satisfaction can be identified and 
assess the cost of these components. Instead of using the traditional value attributes developed 
by McNair et al. (2001), Cugini et al. (2007) borrow  the concept of service components from 
the marketing literature, to connect customer satisfaction and cost management analysis 
which they argue are more appropriate for assessing costs in services companies. 
Additionally, value multipliers are replaced by an activity matrix (Caru & Cugini, 1999;2000) 
where activities can be classified as activity dimensions as ‘necessary/accessory’ and as ‘non-
constrained/constrained’. More specifically, necessary activities indispensable to the service 
components while accessory activities help support and diversify the service components. 
With ABC in mind, constrained and non-constrained activities relate to the ability of 
managing the resources of the activity in a short term perspective, hence if an activity has 
only constrained resources; they cannot be quickly reduced. The activity matrix is displayed 
in Figure 5 below. 
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Figure 5. The Activity Matrix (Cugini et al., 2007:506) 
 

In their study of an Italian holiday resort in the Alps, Cugini et al.(2007) test their framework 
for addressing the link between customer satisfaction and costs. Firstly, all costs of the firm 
are classified according to ABC. Secondly, service components are established through in-
depth interviews with the marketing manager and the general manager of the firm as well as 
eight loyal customers. Also, all service components beyond the control of management are 
excluded from the final list of service components. Thirdly, a self-administered questionnaire 
is distributed to customers inquiring about their satisfaction, intensity and frequency of use of 
the different service components. The questionnaire helps determine the link between 
activities and service components as well as the costs related to each service component. The 
activities are then mapped in the activity matrix. Additionally, based on the 98 questionnaires, 
three customer segments are identified using cluster analysis techniques. The fourth step 
includes a cost assessment which connected the cost of each service component with the 
segments in relation to their reported frequency and intensity of use. In the final phase of the 
study, costs and customer satisfaction are investigated to see if there was a fit between 
effectiveness and cost. The costs of a service component are re-sized if the firm was incurring 
excessive costs compared to the effective use and satisfaction (over-sizing) or if the firm has 
an insufficient spending compared to the actual use (under-sizing). Cugini et al.(2007) argue 
that this allows a firm’s cost structure to be decided by its optimal blend of service component 
capacity which is essentially based on customer behaviour. 
 
The main contribution of the study by Cugini et al.(2007) is that it extends previous research 
in strategic cost management, such as McNair et al. (2001), to include service industries. By 
constructing a framework including the marketing concepts of service components and the 
activity matrix, the direct link between customer satisfaction (effectiveness) and service costs 
(efficiency) is further explored. However, the framework only assumes a temporary exchange 
of service and does not consider deeper relational ties between a firm and its customers. Also, 
the service components used might exclude factors contributing to customer 
satisfaction.(Cugini et al, 2007) It can further be argued that the framework (research) would 
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benefit from practitioners evaluating their perception of the usefulness of the 
information/knowledge provided by the framework. Moreover, Cugini et al. (2007) do not 
address the model’s applicability in terms of complexity or whether there are any 
prerequisites a service firm should fulfill in order to successfully implement and use the 
framework. 
 
The third article is written by Silvi & Cuganesan (2006). Silvi & Cuganesan (2006) states that 
the integration of knowledge management and strategic cost management is historically 
unparalleled. In fact, Silvi & Cuganesan (2006) claim that the two fields are highly 
interdependable; value creation depends on knowledge specificity (low or high) and 
knowledge type (tacit versus explicit) (Silvi & Cuganesan, 2006). Based on SCM techniques, 
a cost-knowledge management (CKM) framework (Silvi & Cuganesan, 2006) is developed 
and implemented into four Italian case companies. The framework’s objective is attaining 
insight about opportunities of efficiency improvement in a company’s knowledge 
management process, which when acted upon may enable achieving the maximum profit 
potential and gaining a competitive advantage (Silvi & Cuganesan, 2006; McNair et al, 2001; 
McNair, 1994). Ultimately, the framework makes efficiency opportunities visible and 
facilitates thereby that managers make informed strategic decisions about resource allocations 
(Silvi & Cuganesan, 2006). 
 
The CKM framework (Figure 6, next page) includes three main steps. In alignment with for 
example target costing (e.g. Liker, 2009:60-66), the framework’s first step aims to determine 
the cost and value (VA, NVA and waste) of the firm’s main value chain activities. The second 
step includes identifying the type of knowledge (low or high degree of knowledge specificity 
as well as tactical or explicit utilization of knowledge) used in these activities. These two 
steps examine what drives effectiveness in knowledge management. The third step address 
analyzing the activities’ cost drivers. These three steps combined should result in an 
understanding of which activities create value and the resources necessary to support these 
activities to improve the firm’s actual profit - insight one and two. Profitability is defined as 
return on sales. (Silvi & Cuganesan, 2006) 
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Figure 6. The cost-knowledge (CKM) model created by Silvi & Cuganesan (2006:314) 
 
In alignment with McNair et al (2001) and McNair (1994), the application of the CKM 
framework illustrates how the framework can be used to assess company’s current knowledge 
management process and how the resource distribution (the cost of making the product 
available to customers) and value distribution (VA, NVA and waste) among the process’ 
activities can be leveraged in a more effective and efficient way for the firm to gain and 
sustain a competitive advantage. These insights can also be benchmarked with competitors. 
Furthermore, a more detailed understanding about the type of knowledge required by the 
activities can be obtained from cost-knowledge analysis. (Silvi & Cuganesan, 2006) 
Silvi & Cuganesan (2006) state that the exploratory case study’s sample size and lack of 
comparability among the companies may limit the conclusions drawn. The use of return on 
sales as a performance metric may also be insufficient: the authors suggest applying for 
example a customer perspective and shareholder value metrics instead. (Silvi & Cuganesan, 
2006) Indeed, it is worth noticing that the CKM framework is not based on value attributes or 
even attributes from a customer perspective; it suggests analyzing the activities’ cost drivers 
after identifying the type of activities and those of costs and values (step 3) and the 
framework does not include calculations of value multipliers that can support the resource 
allocation analysis. Silvi & Cuganesan (2006) also explain that a more detailed and not 
overlapping categorization of knowledge specificity and type main also gain additional 
insights. 
 
In summary, the literature study performed revealed that no previous study has investigated 
the operationalization of VCM in a support function. 
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5.1.2 Literature study - design criteria for an adapted Value Creation 
Model 

 
The literature study shows that although McNair et al (2001) has been cited in relation to 
several academic articles, few previous applications of VCM exist. The few researchers who 
have applied VCM highlight its importance for gaining an additional external perspective on 
profitability (Mohamad & Jones, 2014), its role in addressing the insufficient linkages 
between customer satisfaction and company costs in providing services (Cugini et al, 2007) 
and its suitability as a strategic cost management tool in making informed strategic decisions 
(Silvi & Cuganesan, 2006). In general, all the above articles identify the utility of linking 
company costs and customer satisfaction by combining elements of accounting and 
marketing. Mohamad and Jones (2014) also raise the discussion about how to incorporate 
VCM in a larger holistic context. 

 
The choices of method made by the researchers in the literature study also provide guidance 
for our own subsequent process of developing a VCM model adjusted to a support function. 
Both Cugini et al. (2007) and Mohamed & Jones (2014) used a large amount of 
questionnaires to collect the data. Before collecting the empirical data, Mohamed & Jones 
(2014) interviewed six people with relevant but varying backgrounds, to evaluate the 
appropriateness of the model in terms of understanding the format and applicability to the 
industry. Suitable changes were made to the template. During the empirical interviews, 
Mohamed & Jones (2014) asked of the manager’s point of view of each variable in the model 
and these variables relationship. The adjusted VCM model by Cugini et al. (2007) shows that 
it is important to adjust factors such as value attributes to fit the purpose of the study and the 
theoretical and practical context. Cugini et al (2007) also imply that VCM is flexible in terms 
of complexity and content: there are great opportunities to develop and adapt VCM to achieve 
this alignment, depending on the specific prerequisites. Furthermore, Cugini et al. (2007) 
limits the characteristics of value attributes to only include attributes within the control of 
management. Silvi & Cuganesan (2006) indicated, by developing a very theoretically applied 
model, the importance of making a VCM model that practitioners find relevant and describe 
how they can operationalize it as well as easily can comprehend the content.  These 
reflections will be taken into consideration when developing our take on VCM in a support 
function context. 

5.2 The case company  
 
This section will briefly introduce the case company and further describe the organizational 
structure and management control of the business area Group IT, the unit of analysis. The 
remaining sections address the current end-user experience of IT services as well as 
evaluating basic approach components - value attributes and interview formats. 

The case company has been operating in the manufacturing industry for more than 40 years 
and has more than 8000 employees worldwide- with manufacturing taking place in multiple 
countries. The company includes, but is not limited to, the following main business areas: 
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“Purchase & Manufacturing”, “Marketing, Sales & Customer Service”, “Research & 
Development”, “Communications”, “Information Technology”, “Quality 
Assurance”,  “Human Resources” and “Finance”. 

5.2.1 About the business area Group Information Technology 
(Group IT) 

 
Information Technology (Group IT) is a business area of the case company that delivers “IT 
innovations that support the company’s overall operations”. In 2014, Group IT had around 
450 employees worldwide as well as 250 consultants, serving all of the case company’s 
employees and partner organizations. Similarly to the overall organizational structure, Group 
IT is based in the case company’s originating city but also has a large presence on two of the 
largest markets. In alignment with the general trend in manufacturing, IT is becoming 
increasingly important for sustaining a competitive advantage. Therefore, apart from 
providing traditional IT services, Group IT has become an important integrated component in 
driving innovation of the finished product. This product area is an area in which the case 
company is a leading market player. The CIO of the case company states that IT is thoroughly 
integrated into the business operations:  
 
“IT is an integrated part of everything we do [at the case company].” (CIO, case company) 
 
Group IT is led by the CIO and his staff. Group IT is also indirectly supported by HR. The 
‘flow’ of Group IT departments are represented by four main subdivisions: Business 
Engagement; Service Desk and Operations (SD&O); [Geographical area] IT; and Consumer 
IT services. The blue horizontal arrows represent cross-functional linkages with the case 
company’s business areas, so called ‘Blue arrows’ which will be described later in detail.  
 
[Geographical area] IT and Consumer IT Services will not be included in the scope this 
research project. The former operates as a completely detached IT subdivision, with a limited 
geographical focus. The latter subdivision solely focuses on the external customers and is 
therefore beyond the scope of the study.          
The subdivision Business Engagement is the link between Group IT and the rest of the 
organization. The objective of Business Engagement is to support all of the business areas of 
the case company: 
 
“... Business Engagement will secure IT being a business driver and realizing future and 
current opportunities that makes IT a competitive advantage.” (internal document) 
 
The tasks of Business Engagement to achieve this objective include developing business 
demand requirements and IT-strategies:  
 
“Business Engagement is responsible for balancing requirements from the business side of 
the company with the capabilities of group IT” (internal document) 
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Business Engagement constitutes of three departments. Firstly, there is the Innovation Office 
which is responsible for IT innovations; secondly, Strategy and Performance Management is 
another department; thirdly, Customer Interface where the Business Liason Officers (BLOs) 
are positioned. Depending on the size of the business area, there is at least one BLO for each 
business area. The BLO’s main responsibility is to manage requests from the business and 
thereby enable direct communication between two units. Gaining information and exchanging 
information from various business areas are the key functions of BLOs: the BLOs keeps track 
of what is happening in the organization. Depending on the context, BLOs have an advisory 
position or is a deciding party. The formal information exchange between the BLO and other 
units occurs through meetings, usually weekly. Foremost, the business areas’ management 
group meetings (e.g. Research and Development or Purchase and Manufacturing) are attended 
by the respective business areas’ BLO. Here, operational topics of the business area and 
possible improvements are discussed. Also, the BLOs of all business areas are present at the 
weekly BLO meeting to exchange information. There is an additional meeting called ‘CIO 
round table’, where BLOs from the business areas and Group IT Management Team inform 
the CIO of the current situation of IT and IT projects in the business areas as well as being 
informed by the CIO of the discussions from the case company’s Executive Management 
Team meetings. The overall goal of this information exchange is to gain maximum awareness 
in order to make the appropriate and effective decision about strategic business priorities: 
 
“At least, if we [the BLOs] are not part of the deciding forum - which we often are but not 
always - we can nevertheless provide them [the forum] with the right decision basis, based on 
what we know.” (Respondent 1) 
 
Another official information exchange forum attended by the BLOs is the so called ‘Blue 
arrows’, which is a decision-making forum. Blue arrows will be described below in more 
detail. 
 
Overall, the subdivision of Service Desk and Operations (SD&O) manages applications, IT 
infrastructure and project resources. SD&O includes the three departments: Development of 
Professional Services (DPS), Application Management Service (AMS) and Infrastructure 
Management Service (IMS). The department Development of Professional Services includes 
resources used in projects, for example business analysts, project managers and system 
analyst architects. The second department, Application Management Service, handles the 
administration of the available portfolio of applications. Similarly to AMS, the third 
department Infrastructure Management Services manages the infrastructure components of IT 
such as networks, datacenters, servers, laptops and telephones. SD&O receives all its 
requirements from the BLO:s in Business Engagement related to SD&O’s priorities and to 
SD&O’s daily operations. 
 
Blue Arrows - the meeting forum for information exchange - is an integrating function 
between Group IT and the rest of the case company’s business, headed by the BLOs. This 
fulfills Business Engagements objective of mediating between the capabilities of Group IT 
and business requirements from other business areas. The forum consists of weekly meetings 
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between the BLO (or BLO:s) of a specific business area, for example R&D, and 
representatives from the departments of SD&O; DPS, AMS, IMS and NSC. If needed to 
support the appropriate decision, members of the respective business areas may also attend 
Blue Arrow meetings. The goal of the meeting is make informed decisions and through 
discussions align the priorities of SD&O with the business requirements from the different 
business areas. This is achieved by supporting SD&O with the necessary and suitable 
information to make the best possible priorities, considering the business needs: 
 
“SD&O should never have to guess that ‘this is probably [the] right [decision]’ but should 
know [the answer] because of their membership in Blue arrows.” (Respondent 1) 
 

5.2.2 Governance and management control of the case company’s 
support function 

 
The Executive Management Team (EMT) is the case company’s executive group; the CIO is 
not a member of the EMT (Respondent 1)  but is invited to attend all meetings. The IT Board 
members are the EMT and additional Group representatives - the senior management of 
Group IT. 
 
The CIO reports to the Chief Executive Officer (CEO) about Group IT’s progress 
(Respondent 1). The annual IT budget comprises more than 350 million SEK; between 22- 25 
percent is assigned to innovation and the remaining portion is used for traditional IT services. 
Group IT’s available budget resources are distributed in order to support the case company’s 
overall business strategy:  
 
“Our [overall business] strategy addresses four areas: increase customer loyalty, secure the 
profitability of our selling agents of servicing and selling [the products], reduce lead times in 
R&D and sales as well as improve efficiency in internal processes. In all cases this strategy is 
directly applicable to IT.“ (CIO, case company) 
 
This business strategy is interpreted by ITMT into a list of IT-priorities for the following 12 to 
18 months (Accenture, 2014). Similarly, the IT-priorities are cascaded further down into 
concrete department activities needed to achieve the overall business goals, all the way down 
to individual performance targets (Respondent 1). Every employee has a semi-annual review 
of their performance target (Accenture, 2014; Respondent 1).  
 
More than 70 IT- projects are run on an annual basis. Most projects are initiated after 
identifying a business need in one or several business areas. (Accenture, 2014) This process is 
facilitated by the business area’s BLO as a communicating actor between Group IT and 
business area. (Respondent 1) The IT projects are evaluated based on measures of business 
operations’ effectiveness, reduction in lead times, increased product customer satisfaction and 
increased sales of products (Accenture, 2014:25).  Evaluating business projects has 
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historically been a neglected task, even though a structure for assessing some of the larger 
projects was initiated in 2014 (Accenture, 2014). 

5.2.3 End-user experience of IT services  
 
This section focuses both on the end-users’ perception of the provided IT services and 
evaluates the most suitable value attributes in a case company context. First, to show end-
users’ opinions and level of satisfaction with the provided IT services. Secondly, the users’ 
need of IT in their day-to-day work to sufficiently perform their job will be addressed. Finally, 
an assessment of the most suitable format for investigating value attributes will be discussed. 
 
To give an overall picture of the current situation of end-user satisfaction with Group IT’s 
services, data from End-User Survey (EUS), Business-Partner Survey (BPS) and our 
interviews will be presented. In the EUSs from 2012Q4, 2013Q2+Q4 and 2014Q2, the 
respondents were asked to grade different predefined values on a scale from 1 to 5 based on 
their satisfaction. The result is displayed in Diagram 1 below.  
 

 
* Value 1:  “IT applications support me in my daily work”; Value 2: “The IT systems and applications I use in 
my daily work meet my needs”; Value 3: “The IT systems and applications I use in my daily work are easy to 
use (user friendly)”; Value 4: “The IT systems and applications I work with are reliable and available”; Value 5: 
“The "IT Workplace" is reliable and available (Workplace = PC/Unix, telephone, document handling systems, 
remote meeting)”; “Value 6: “The IT Service Desk provides support in a good way”; Value 7: “IT provides 
support and incident handling in a good way”; Value 8: “IT is good at capturing future needs for [the case 
company]”; Value 9: “How satisfied are you overall with IT systems, applications and support?”; Value 10: “IT 
is a critical business enabler for [the case company] and contributes to value creation and growth”; Value 
11:”The communication and information from IT is clear and meets my needs”. 
 
Diagram 1. End-User Survey. Satisfaction with different values in four successive EUS 
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Despite minor variations, the values seem to be quite stable over the measurement period. 
Three values top the list in all four surveys; “IT is a critical business enabler for [the case 
company] and contributes to value creation and growth” (Value 10), “IT applications support 
me in my daily work” (Value 1) and “The IT Service Desk provides support in a good way” 
(Value 6). At the bottom, three values receive the lowest score in almost in every survey; 
“The communication and information from IT is clear and meets my needs” (Value 11), “The 
IT systems and applications I use in my daily work are easy to use” (user friendly) (Value 3) 
and “IT is good at capturing future needs for [the case company]” (Value 8). The results 
imply that users agree with the importance of IT for competitive advantage, the utility of IT 
applications and that Service desk provides sufficient of IT support. However, it can be 
questioned whether Value 1 and 10 actually measure Group IT’s performance or if these 
Values solely indicate that users appreciate the use of IT. The Values with lower scores 
indicate that Group IT needs to improve their communication and user-friendliness of 
applications, the components in the application portfolio and pro-activeness of capturing 
future business needs.  
 
Additionally, qualitative data from EUS was used to identify the most common areas of 
complaint related to the employees’ IT needs in daily work. The spread is displayed in Pie 
Chart 1 below.  
 

 
* 137 comments from all business areas are included, except the business areas IT and the business areas beyond 
the scope of the study. 
** 2013Q4 is excluded due to inaccessibility to data in this particular question. 
*** “User-friendliness”: logic and level of complexity of applications, integrated systems/elimination of manual 
work, log-in problems; “Infrastructure”: intranet; basic needs for configuration/alignment between IT machines: 
faster systems, faster internet connection; uptime cloud; “Hardware”: faster PC, faster computer system, more 
RAM etc., printers; “Applications”: applications portfolio, application access, communication of ordering 
applications; and “Other”: IT communication, IT project, IT education, Service Desk complaints; complaints 
about link to authority's website and authorization issues. 

 
Pie Chart 1. End-User Survey, 2012-2014. Comment categories of 

“IT need in my daily work”. 
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The absolute majority of IT services complaints between 2012 and 2014 addressed 
applications, hardware, infrastructure and user friendliness. The majority of comments 
regarding applications are about the performance of applications such as complexity, up-
time, speed, sophistications, age and need for updates, for example “systems [...] are old 
systems. In more and more cases they do not cover the market’s needs”; “we would need 
systems that could provide us information that we need to build our strategies like e.g. market 
information, competitive information and so on” and “ability to install specific CAD apps.”. 
One respondent concludes that “very few of the systems we have today would survive in the 
competition of the IT tools used outside of the company”.  
 
Hardware issues usually included comments related to the lack of computer speed, disk 
storage capacity, start-up speed, more RAM memory and printer performance: “A computer 
powerful and portable enough to run all applications I am supposed to be able to access 
during the day to work efficiently” and ”I need a computer that does not take 15 minutes to 
start”. 
 
Furthermore, one end-user states that “network speed is to low leading to long times for 
saving data to central storage disks”. All in all, the more common infrastructure difficulties 
are Wi-Fi accessibility, network speed, intranet connectivity, lack of synchronization between 
cell phone and computer, accessibility to intranet from various devices. 
Regarding user-friendliness, most comments were related to systems not being integrated 
which results in unnecessary manual information transfer, frequency of required logins and 
the lack of logic and intuitive user-experience of applications. Typical comments include “I 
do not want multiple systems to report the same information in”; “easy fast information 
without login in and out of old relics of systems” and  “should be much more easy to use and 
more user friendly applications/systems: too many different systems that works so different 
from each other. 
 
The few comments in the category labelled as “Other” were among else about IT 
communication; IT projects; IT education; IT service desk complaints. 
 
During the interviews with end-users, their individual perception of IT services in relation to 
their daily work was inquired. Table 2 , please see below, presents information collected 
during the end-user interviews regarding importance and satisfaction of the predefined value 
attributes where the respondents’ answers have been summarized and the median calculated. 
In relative importance, the value attributes “User-friendliness”, “Adequate portfolio of 
solutions to perform my job” and “Well-functioning support function” were considered most 
important whereas “Adequate IT security”, “Ability to execute projects” and “Prompt 
fulfillment to change request” were considered the least important. When it came to 
satisfaction all respondents were able to grade their satisfaction with the three most important 
value attributes.   
  



39 
 

 Importance Satisfaction** 

Value Attribute* Median Median 

Well-functioning support function (day-to-day operations - 
incident handling via service desk) 15 70 

User-friendliness 20 70 

Professional training in IT solutions (applications and systems) 10 50 

Prompt fulfillment of change request (extraordinary activities - 
problem change) 7.5 55 

Adequate portfolio of solutions to perform my job (applications 
and systems) 17.5 72.5 

Proactivity in supporting business innovation (responsive towards 
supporting the business innovative needs of the organization - i.e. 
supporting the introduction of new ideas, workflows, 
methodologies, IT-related services or IT-related products) 10 40 

Ability to execute projects (right content, right time; right quality; 
IT’s supporting capabilities) 5 65 

Adequate IT security 5 75 
 

* The value attributes are based on best practice from the interview with Respondent 3, with the exception of 
value attribute “Ability to execute projects” which was developed in collaboration with Respondent 1.  
**All respondents did not answer each value attribute due to ignorance. 
 
Table 2. End-user interviews. End-user experience of IT services from a value attribute 
perspective 
 
In general, each end-user’s perception of the provided IT services varies (see Appendix 2) 
Still, the following trends can be identified as a result of the structured part of the interview 
conducted by us: end-users seem relatively satisfied with the most important attributes, User-
friendliness, Well-functioning support function and Adequate portfolio of solutions. Although 
it is of relatively low importance, users rank “IT security” and “Ability to execute projects” as 
satisfactory. The attributes considered of medium importance - “Professional training in IT”, 
“Prompt fulfilment of change request” and “Proactivity in supporting business innovation” - 
are interestingly considered to be neither very unsatisfying nor very satisfying. During the 
semi-structured part of the interview, some respondents explained their point of view, for 
instance claiming that without a suitable portfolio of applications, the other attributes are 
irrelevant (Respondent 16), that user-friendliness is crucial for not holding up the daily work 
(Respondent 9 and 1) and that proactive support of business innovation is very important in 
the business operations, in terms of quickly change to and being flexible to the business’ 
needs (Respondent 7). Also, consistent user-friendliness of applications - recognizable-after-
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change as well as easy to understand logic and HMI - is essential to facilitate efficient 
thought-to-computer process (Respondent 5, 7). 
 
During our end-user interviews, some users (Respondent 13, 5, 12, 15, 5) express that they are 
generally satisfied with IT as a well-functioning support functioning, particularly Service 
Desk: the service contacts are helpful and fulfills their needs and expectations. Nevertheless, 
since Service Desk has been outsourced to India, the quality of the first line service has 
decreased (Respondent 11, 5, 14, 15, 7) in terms of IT competence and knowledge of the 
business (Respondent 5, 15, 11, 7), language difficulties (Respondent 7, 10) and longer 
waiting times (Respondent 15). It is often hard for the service providers to comprehend the 
problem and thereby support the user resulting in the end user being passed on from support 
contact to support contact (Respondent 5, 11, 14, 15), even though they are getting better and 
better (Respondent 5). However, the users are satisfied with the second-line support of local 
technicians (Respondent 5, 15, 10, 14, 7): ”I think it [the service] has deteriorated - on the 
other hand, if you get hold of the right person it works really well. So sometimes it’s good and 
sometimes it’s a pain.”  (Respondent 11). Additionally, some respondents complained about 
the intranet and the reliability of specific applications (Respondent 11, 12).     
Regarding user-friendliness, many end-users express dissatisfaction (Respondent 6, 7, 8, 11, 
5, 15, 7). Some comment on the lack of user-friendliness of the intranet (Respondent 11), or 
in specific tools such as the lack of intuitive understanding and logic connections (Respondent 
5) 
Another issues addressed is that the amount of passwords required to perform daily work 
which negatively affects the user-friendliness (Respondent 8, 15). Respondent 15 claims that 
user-friendliness is higher in externally developed and standardized programs that are not 
flexible enough to meet the performance requirements, while firm-developed programs tend 
to be less user-friendly but higher in performance. Firm-developed applications are not logical 
and reliable (Respondent 1). There are also many old, user-hostile programs, developed in the 
1980s, still in use (Respondent 15, 6, 7).  Furthermore, Respondent 7 expresses that IT does 
not consider user-friendliness and improved HMI experience when purchasing new 
applications.   
 
About professional training, Respondent 7 states that the less user-friendly and problematic 
the application is to use, the more IT education is necessary to achieve effective use. 
Furthermore, professional IT training is unsatisfactory (Respondent 15, 5, 9, 6): the quality of 
the training is inconsistent (Respondent 15) - the quality of training in specific firm-developed 
applications is low (Respondent 6), education needs to provide deeper knowledge in 
programming language as well as in generally used applications such as Microsoft Office 
(Respondent 5) and Sharepoint (Respondent 9). In contrast, some users experienced that the 
training in for example Excel was satisfactory (Respondent 9) 
 
There were no comments during the interviews directly linked to Prompt fulfillment of 
change request but there were many comments about the portfolio of applications. End-
users of supporting applications such as Outlook, Excel and Word are content with the service 
provided (Respondent 7, 8, 11, 1, 13). Regarding TeamCenter, some users like it (Respondent 



41 
 

13) and others dislike it (Respondent 15). Furthermore, some users are satisfied with the all or 
the majority of the available applications (Respondent 6, 8, 11, 14, 9, 13, 5, 7, 9) while some 
simultaneously express discontent with certain applications (Respondent 5, 7, 6, 15). One 
dissatisfied respondent (15) at Research & Development remarks that there are many 
overlapping systems with similar capabilities or identical but missing information: “Couldn’t 
you [IT] develop the old systems or remove the old system and implement a better system that 
can handle everything? [...] Often, we have to report the same thing in different system: this is 
a waste of time.”. Another respondent (12) at Purchase & Manufacturing identifies a need for 
additional applications: foremost they use common Excel-documents instead of an application 
with alert/follow up-functionality about price changes, forecasts and target follow-up. 
Additionally, the applications used are not synchronized, which means manual transfer and 
processing of information between applications: “[...] I think it is totally crazy we don’t have 
a system for stuff that is this important, instead we use locked Excel-files unfortunately [...] 
which I think is not good at all.”. In contrast, the HR employee (Respondent 14) expresses 
that although that integrating solutions such as Sharepoint exists, the common information 
storing processes of individuals and business areas differs which results in issues with project 
planning and document management.  
 
Respondent 5, 6 and 7 claim that the satisfaction level varies between different types of 
applications. The central and standardized applications are generally disliked due to price and 
lack of flexibility to the business’ needs (Respondent 7). Similarly, Respondent 5 highly 
appreciate an application that is more specific to R&D due to it is possible to adapt to the 
current needs and the fact that they can perform this change themselves. Respondent 6 
additionally explains that the application portfolio in general supports him in his daily work 
even though there are a few exceptions of firm-developed “hopeless”, really old, still not 
changed applications from the 1980s. 
 
On the one hand, according to Respondent 14 from HR, the IT support regarding 
innovation is satisfactory and he sees that the IT function strives towards proactively support 
high innovation in the business. From Respondent 9’s perspective at R&D, IT is good at 
driving IT-projects, both in terms of the content of the assignment and keeping within the 
budget. On the other hand, Respondent 7 and 5 from R&D, declare that they are dissatisfied 
with IT proactive approach to innovation: IT lacks the necessary flexibility and quick 
responsiveness to changes demanded by the business (Respondent 7). Instead, R&D has to 
drive their own IT innovation process in collaboration with external IT companies and with 
minimal support of IT and (Respondent 5): “I’m not sure if IT should be involved: they are a 
much more inert organization that does not engage in these sort of things, so it’s probably 
best that they let well enough alone. If they had been a quickly responsive organization that 
can support software development - sure - but they aren’t. So I would like to praise the 
company that we have engaged that makes a really, really good job.”. Other R&D 
respondents (10 and 15) complain about not always getting access to new interesting 
applications that are considered too expensive and would not engage enough users to 
maximize its utility. 
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During the interviews, 4 out of 12 end-users expressed that IT projects were not relevant to 
their day-to-day work (Respondent 4, 5, 8 and 10). However, of those users in contact with IT 
projects, many respondents express content with IT’s ability to execute projects (Respondent 
15, 11, 9) with the right content and without exceeding budget (Respondent 9). Respondent 
15, R&D, agrees that IT provides IT project support but thinks that Group IT has a more 
administrative role and that R&D themselves are responsible for buying and developing the 
necessary tools; they are more dependent on internal support from within their own business 
area. Because of the organizational nature of Group IT, could support the development of 
general programs such as Excel but IT should not be too involved in firm-developed IT 
projects that require flexibility and innovative skills (Respondent 15 and 5). Similarly, 
Respondent 7 at R&D states that Group IT has supported firm-developed applications in form 
of servers and Service Desk but has had limited participation in the process. However, when 
IT is extensively involved in projects, these tend to be large, centralized, inflexible and have a 
large budget: the execution of these types of projects tends to stretch over a long period of 
time, progress is very slow and are resulting in poor quality. Respondent 5, R&D, concludes 
that IT projects are usually run without the involvement of Group IT.   
 
One fourth of the interviewees didn’t come in contact with IT security in their daily work. 
External IT security is important to the business but internal IT security is currently 
counterproductive since it limits employees from performing their job in an optimal way, due 
to information access limitations and time spent on experimenting on how to get around it 
(Respondent 7). In addition, Respondent 15 agrees that IT security is important but internal 
security is too high, demonstrated by 20 different passwords that you have to, first, remember 
and then, use multiple times during the day. Only one respondent (14) expressed any specific 
knowledge about the current level of external IT-security by stating that Group IT has high 
ambitions. In general, many respondents had difficulty in appreciating the status of IT 
security (Respondent 5, 9, 11, 12) because to assess the IT security, a very specific knowledge 
in that field is required (Respondent 5): “It [IT-security] feels like a fundamental business 
quality, I expect that someone has thought about it, so that I as a user don’t have to think 
about it” (Respondent 9). 
 
To conclude, the interviewees express both content and discontent with the IT services 
provided. Also, there are specific value attributes that show that employees in different roles 
and business areas have different IT needs and require various applications and competences 
to successfully perform their job. Specifically, Attribute User-friendliness, Proactivity in 
supporting business innovation, Ability to execute IT projects and Adequate IT security 
highlight the need for investigating the concept of user profiles.      
 
In general, end-users employ their computers and telephones (Respondent 9 and 12) and the 
service of Service Desk (Respondent 4, 7, 15). Furthermore, the end-users describe that they 
use general applications with low business area specificity such as Microsoft Office tools 
(Respondent 7, 6, 10, 5, 13, 12, 16 and 9) , e-mail applications (Respondent 4, 8, 11, 7, 6, 5, 
13, 12, 14, 9 and 16), TeamCenter (Respondent 8, 7, 6, 13), Lync (Respondent 15, 14, 11), 
Sharepoint (Respondent 8, 11, 14, 6, 10), intranet (Respondent 8), time-report application 
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(Respondent 11), a travel-booking application (Respondent 11), Team Minutes, Billboard and 
SAP-based applications (Respondent 9). Respondent 10 describes himself as a typical user of 
IT services: “[...] no special applications, more Excel, PowerPoint, Outlook, Sharepoint and 
everything else. Then, we have a few firm-unique applications like CAD-information and 
documentation management. [...] So I don’t use a lot of stuff that others don’t use. It is 
nothing special, so I guess I pretty representative.”.  
 
A noticeable trend within applications is that there are specific applications for specific 
business areas or even sub-divisions within business areas. For example, Customer Service 
uses applications for inventory management (Respondent 4); Purchase has specific needs of 
purchase management applications (Respondent 12); multiple business areas use applications 
for change requests (Respondent 13 and 12); R&D employees describe working with planning 
tools (Respondent 15), programming applications (Respondent 5) and requirement database 
management applications (Respondent 5, 6, 7, 8, 11). An application that manages product 
specification information is also used at multiple business areas (Respondent 12, Purchase, 
and 15, R&D). Respondent 15, R&D, describes using several different types of analytical 
software applications. HR has HR-specific applications such as applications for benefit 
management, time reporting, payroll and pension as well as an application for managing 
business travel (Respondent 14). Respondent 14 also points out the necessity of IT security in 
the HR applications due to management of sensitive personal data about the employees - he is 
also the respondent that ranked IT security the highest among the end-user (Appendix 2).  
 
The users also varies in their connections to different attributes, both among business areas 
and within business areas. Respondent 16, at the business area Quality, explains that he only 
uses Microsoft Office in his work. He also claims that he is mainly concerned with the 
attributes “Well-functioning support function”, “User-friendliness” and “Adequate portfolio 
of solutions”.  This reflection corresponds with being the value attributes that all interviewees 
felt knowledgeable enough to grade according to level of satisfaction (Appendix 2). In 
contrast,  Respondent 1 and 6 describe R&D as being IT intensive and more inclined to 
changes. This is also exemplified by the fact that R&D is the business area which has by far 
the largest IT-project budget (Respondent 1). Respondent 7 - an R&D employee with high 
innovative needs - explains: “Proactive in supporting business innovation, yes, that is 
something that we constantly promote and by this we really mean flexibility [...] and is the 
critical factor, because we know with certainty that we can’t predict the future. We are 
certain of that. So that’s why you can’t decide what the future will look like, instead you must 
always leave room for change.”. However, the end-user interviews reveal that there are also 
variations within R&D, there are users with specific IT innovation requirements (e.g. 
Respondent 5, 6, 7, 8, 15) but also general R&D users with more basic IT needs (e.g. 
Respondent 10, 9, 13, 11) . For example, R&D employee Respondent 10, which previously 
described himself as a typical user, states that he isn’t touched by all value attributes on a 
daily basis, including IT innovation.  
 
This perception is also partially confirmed by data from EUS. As Diagram 2 shows, there are 
different levels of satisfaction with ITs ability to capture future needs of the case company.  
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* 2013Q4 and onwards, the business areas Purchase and Manufacturing merged to Purchase & 
Manufacturing 
 
Diagram 2. End-User Survey, 2012-2014. Average of respondents’ experience of 
“IT is good at capturing future needs of the case company”. 

 
The business areas represented in Diagram 2, Manufacturing, Purchasing, MSS and R&D, 
were chosen due to the fact that they are the largest business areas and constitute the majority 
of the employees in the case company (Respondent 1); the other business areas had too few 
respondents to be representative. However, all business areas are included in the “Average” 
category in order to portray a mean satisfaction level of the whole company. The diagram 
shows that compared to the other large business areas, R&D is general less satisfied with 
Group IT’s ability to support their future IT needs. R&D is also constantly below company 
average in this aspect. This can be interpreted as R&D having higher demands on the 
innovation capabilities of Group IT than other large business areas. As previously explained, 
this effect is counterbalanced by the more basic needs of some R&D end-users, which can 
explain why R&D satisfaction level in Diagram 2 does not differ extremely from the 
company average.  
 
To summarize the end-user experience of IT services, data from EUS and our own current 
end-user interviews provide a cohesive picture of the context and the challenges facing Group 
IT service satisfaction levels. The interviews also validated that previous problem expressed 
in the EUS still occur as well as provided insight into the reason behind the responses. 
Furthermore, based on internal documents and conducted interviews, one can conclude that 
end-users have varying needs of IT services because of different utility of the services, 
different more or less IT related roles in the organization and the association of business 
areas. There are individual variances and trends between and within different business areas. 
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However, common themes are still identified, raising the question of the necessity to adapt the 
survey to suit the respondent’s level of IT needs.  

5.2.4 Evaluation of basic approach components - value attributes 
and interview format 

 
During the interviews and the workshop, employees commented on the irrelevance of specific 
attributes for their position and daily work. This was also reflected in the structured part of the 
end-user interview which resulted in Table 2. End-users were given the option to leave a 
blank space if they felt that the attribute was not applicable to their daily work or they did not 
know the answer. This resulted in many attributes with several “not-applicable” responses: 4 
out of 12 were left the attributes “Adequate IT-security”, “Ability to execute project” and 
“Prompt fulfilment of change request blank”; “Proactivity in supporting business innovation” 
was given 5 out of 12 blank responses; and 2 out of 12 failed to assess their satisfaction with 
“Professional training in IT-solution”. 
 
The eight presented value attributes cover all aspects important to IT in the case company 
(Respondent 1, 6, 8, 15, 12, 13, 14). Some respondents state that all attributes are relevant to 
their daily work (Respondent 15, 14). However, many interviewees mention one or several 
attributes that are of less relevance to them, even though they are important to the overall 
business: “Proactivity in supporting business innovation” (Respondent 16, 10), “Adequate IT-
security” (Respondent 16, 5, 9, 10, 11, 12), “Proactivity in business innovation” (Respondent 
4, 8, 10, 11, 13), “Ability to execute projects” (Respondent 1, 4, 5, 8, 10), “Prompt fulfilment 
of change request” (Respondent 4, 8, 11, 12, 13), and “Professional training in IT-solutions” 
(Respondent 4, 6, 8, 11). This finding is confirmed by Respondent 1 and 16 during the 
workshop: “the attributes are relevant but there might be attributes that are irrelevant for all 
end-users” (Respondent 1). Nevertheless, just like previous highlighted, there are differences 
both between and within business areas. These variations indicate a need to tailor the survey 
questions to fit the specific-user profiles related to their connection to the value attributes 
(Respondent 1 and 16).  
 
One suggestion was to include a series of introductory questions in order to determine the 
user’s profile and hence, what value attributes of relevance to that individual. The question 
could for instance be about what business area the end-users work for, job title, area of 
responsibility and if they are involved in IT-project and if they use complex applications 
(Respondent 1). Many users commented that they are not competent enough to assess the IT 
security (Respondent 11, 8, 5, 13). This can be explained by the fact that the knowledge 
required to assess IT security is very specific (Respondent 5). Common users do not notice 
lacking IT-security until it is really poor (Respondent 5) and hence, it is hard to them to assess 
the level of IT security. IT security is just supposed to work and not being noticed 
(Respondent 9 and 11). It raises the question if the value attribute “Adequate IT-security” 
should be eliminated. Moreover, in alignment with Table 2 (5.2.4 End-user experience of IT 
services), Respondent 16 comments that there are three attributes that are of relevance to all 
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users, namely “Well-functioning support function”, “User-friendliness” and “Adequate 
portfolio of solutions”. All in all, the key is to find a balance between inclusion and exclusion.  
 
End-users also had comments about the format of the value attributes, both regarding wording 
and specificity of the value attributes as well as improved instructions for filling out the level 
of importance and satisfaction during Phase 1 (Value attributes) in the Research Model, 
please see Figure 8  below (5.3.2 The Research Model). The following suggestions were 
received.  
 
Regarding wording and specificity, Respondent 1 suggests improving the value attributes by 
clarifying the wording and specifying the definitions of the value attributes to limit the 
possibility of alternative interpretations than intended. This is supported by the comments by 
Respondent 8 and 4. On a general level, Respondent 11 requests a clear definition of “IT” as 
well as examples of the eight pre-defined value attributes. The respondents also remarked on 
specific value attributes. Firstly, there were many questions regarding what could be 
attributed to Attribute 1, “Well-functioning support function”, for example change of desktop 
(Respondent 11), operational reliability (Respondent 1, 13 & 16),  intranet (Respondent 11). 
Moreover, Respondent 10 complained that it was difficult to differentiate between “Well-
functioning support function” and “Prompt fulfillment of change request (extraordinary 
activities - problem change)”. Respondent 1 states that “Well-functioning support function 
(day-to-day operations - incident handling via service desk)” is a very broad definition, while 
Respondent 11 wants the attribute to become more disaggregated.  
 
Secondly, it was unclear what unit is supposed to be evaluated in terms of “User-friendliness” 
(Respondent 10). Perhaps “User-friendliness” should be divided into “Information Quality” 
and “Logical and Intuitive Orientation” (Respondent 5). Thirdly, it was questioned who 
would receive the “Professional training in IT solutions (applications and systems)” 
(Respondent 9 and 10) and what type of training it included (Respondent 10 & 12). Fourthly, 
what is meant by “Ability to execute projects (right content, right time; right quality; IT’s 
supporting capabilities)” (Respondent 11 & 12). Fifthly, the definition of “Proactivity in 
supporting business innovation (responsive towards supporting the business innovative needs 
of the organization - i.e. supporting the introduction of new ideas, workflows, methodologies, 
IT-related services or IT-related products)”  is unclear (Respondent 5).  
 
Regarding improved instructions for filling out the level of importance and satisfaction, many 
respondents had difficulties comprehending what approach they should have when evaluating 
the importance of the value attributes: the respondent’s own perspective or colleagues 
perspective (Respondent 10,11, 14); and existing or desired situation (Respondent 9 and 12). 
About the point distribution system relating to importance, the system needed further 
explaining (Respondent 6, 9), also it was inquired whether it was possible to use the same 
number twice (Respondent 15). The method of leaving a blank space had to be explained 
multiple times (Respondents 9 and 12).    
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During the semi-structured follow-up questions during the interview, all respondents tended 
to interpret the question “What are you spontaneous thoughts regarding the value attributes?” 
differently. Consequently, it can be argued that the question should be disaggregated, for 
example; “What is your opinion about the current state of the services provided by Group 
IT?” and “What are your spontaneous thoughts about the list of attributes in terms of 
relevance and conclusiveness?”. 
 
During the interviews and the workshop, we also received comments about the set-up of 
attributes as well as the connections between cost, activities and value attributes. One 
comment focused on the necessity of randomizing the order of the value attributes to prevent 
bias (Respondent 16). Moreover, some respondent claimed that it was difficult to provide a 
general overall picture of the satisfaction level of the value attribute “Adequate portfolio of 
solutions to perform my job”. It was claimed that the average satisfaction does not display a 
representative picture, due to the ranging satisfaction level among the different applications. 
To counteract the bluntness of the measurement, it was suggested that individual applications 
should be graded separately. (Respondent 5, 6, 7). Another suggestion was to give the 
respondent the opportunity to rank the applications of their choice, for example the ones that 
the users are the most and/or the least satisfied with (Respondent 7). An additional proposal 
was to categorize the applications into three categories - central, local and individual 
applications - and assess each category individually according with the value attributes 
(Respondent 7). During the workshop, another discussion evolved around the connection 
between cost and value attributes, specifically how to link business activities to the intangible 
attributes “User-friendliness” and “Proactivity in supporting business innovation”. It was 
thought that “User-friendliness” would be most closely connected to projects through good 
specification of requirements and creating intuitive and logical HMI. Also, the latter attribute 
was thought to be tied to a well-functioning Business Engagement subdivision within Group 
IT, specifically the Innovation Office.  
 
To conclude, there are some areas of improvement to clarify the value attributes, the method 
of filling out the form and general improvements. It is noteworthy that many respondents 
experienced that they do not come into contact with all attributes, which raises the question of 
segmenting the users according to user-profiles. It was discussed how individual user-profiles 
could be developed - it was implied that it was unsuitable to base user-profiles segmentation 
solely on the end-users’ business areas. Moreover, definition and wording of particular 
attributes had to improve, especially “Well-functioning support function” and “User-
friendliness” and the instructions on how to complete the structured form during Phase 1 of 
Value attributes (Figure 7, below). Additionally, the critique of the bluntness of the 
measurement was also addressed. The data from the end-user interviews and the workshop 
gives an opportunity to perfect the relevance of the Research Model, making sure that to fits 
similar companies: improved information quality assists managers’ decision-making.   
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5.3 The developed VCM models to fit a support function context  
 
This section aims at describing the Theoretical Model and the Research Model we have 
developed. The Theoretical Model derives from the notion of profit potential (McNair, 1994) 
and the Value creation model introduced by McNair et al. (2001a). The Research Model is 
derived from McNair et al (2001a) and, based on the empirical data from the previous 
sections, adjusted to the case company context. 
 
This thesis is a pre-study aiming to  investigate the value-perspective of SCM by studying the 
VCM model’s applicability and providing material for future operationalization of VCM. 
More specifically, it aims to provide the necessary material from conducting a large-scale 
survey of customer value attributes in the case company. In alignment with the established 
design criteria from the literature study (section 5.1), the end-user interviews and EUS were 
used to evaluate the appropriateness of the Research Model and the Theoretical Model in 
terms of respondents’ understanding the format and the Models applicability to the industry 
and to a support function. Possible additions or eliminations of element in the Models were 
also addressed. Among else, value attributes which are beyond the control of Group IT were 
excluded since the performance of the attributes cannot be effected by Group IT. Also, the 
reciprocal relationships between the value attributes were studied, which are basic 
components in the Model that enable linking costs and customer satisfaction. During the 
development of the Research Model and the Theoretical Model, one objective has been to 
make the Models comprehensible and adaptable to a real-life context.  The suitable changes to 
the original VCM, resulting in the Research Model and the Theoretical Model, are discussed 
in more detail below.  

5.3.1 The Theoretical Model 
 
After conducting the Literature study, a need was identified to develop a Value creation 
model specifically adapted to the need of a support function. The developed Theoretical 
Model aims to illustrate the specific linkages between the internal cost structure of a support 
function and customer-defined value. The Model includes almost the same fundamental 
concepts as used in VCM; concepts introduced by McNair (1994) and further developed by 
McNair, Polutnik & Silvi (2001a,b) and McNair, Polutnik & Silvi (2006). McNair et al. 
(2006) define customer value as expressed through both concrete and subtle features (value 
attributes) of a product or service. In our model, “value” is defined as features that the 
customers understand and desires to perform their job. Since the business’ employees are the 
customers of the support function’s services, the customer-defined value is based on their 
subjective perception of value.  
 
There is one difference between the Theoretical Model and VCM: in the Theoretical Model, 
the outer boundary “price barrier” is replaced by “budget”. A support function rarely has any 
revenue (or income) but is measured and controlled through costs: it is the budget that usually 
limits the support function’s actions on the organization’s internal market. (Lanen et al., 
2011:448) Hence, in our model the focus lies on maximizing customer satisfaction and value 
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for money based on the available budget. This objective is achieved by defining and 
understanding the relationship between total costs, waste, business-value added costs and 
customer-defined value-added costs. By reducing waste and increasing the percentage of 
value-added costs, available resources may be allocated to areas that generate customer value 
directly and hence the effective and efficient use of available resources that satisfy customers’ 
needs and preferences should increase. The model also aims at improving priorities in 
resources allocation and improving management control of support functions. The model 
should support manager's’ decision-making process about resource priorities and management 
control through the introduction of an increased customer focus.  
 
As displayed in Figure 7 below (5.3.2 The components of the Theoretical Model), the 
available budget is seen as the outer boundary of what a support function can offer in-house 
customers in terms of services. The total budget of the support function can be linked to 
activities which in turn are assumed to be related to the services’ value attributes. Hence, 
costs can be directly connected to the corresponding value attribute. The costs related to each 
value attribute can also be divided into a specific cost structure: value-added core costs, 
business-value added costs and waste. In alignment with McNair et al. (2001a; 2006) and 
McNair (1994), the model suggests that only value-added costs directly contribute to end-
user value. Business value added-costs (BVA) are defined as current and future non-value 
added as well as non-core related costs which are required in the organization in order to 
perform the customer value-added activities but do not directly result in perceived end-user 
value. Waste is those costs that provide neither direct nor indirect value to customers or the 
support function.  
 
Another important concept is the value potential. The value potential is the value of the 
available budget less the value-added costs (value-added costs and business-value added 
costs) and thus equals waste. Eliminating waste is thereby a mean for exploiting the value 
potential. The value multiplier is defined as the proportion between total costs and value-
added costs. This relative relationship illustrates how much of the total costs are aimed 
directly at end-user value creation for each unit of value added-cost. (McNair, 1994; McNair 
et al. 2001a; 2006) Consequently, the model’s objective is to highlight the value potential and 
thus minimize waste and maximize end-users perceived value with the available budget. The 
purpose of this study is to add to value-based strategic cost management through the addition 
of a support function perspective by developing an adapted Value Creation Model. Thereby, 
we hope to increase the focus on customer value in management control and improve resource 
prioritization, based on customer preferences about the provided services, through this 
increased focus on perceived customer value of support functions.  
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Figure 7. The Theoretical Model 
 
 

5.3.2 The Research Model  
 
As Figure 8 below (5.3.2 The Research Model) shows, the Research Model describes how the 
Theoretical Model should be operationalized to extract information about which activities to 
prioritize to achieve maximum resource effectiveness and thereby support managerial 
decision-making. The Research Model described below includes three main steps: appraising 
value attributes, performing cost analysis and calculating value multipliers. Each of these 
steps is described in a separate subsection below. 
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Figure 8. The Research Model  

     
The first step in the Research Model (Figure 8 above) is Value Attributes. The following 
section aims to describe the process of how we arrived at the final list of value attributes we 
recommend for further research in the case company.  
 
To be clear about what field you as an interviewer want the respondent to answer question 
about, defining Information Technology (IT) is helpful. In our case, IT means any type of 
technological device - physical or intangible - to manage information. Furthermore, in 
alignment with the idea of McNair et al (2001a), Value Attributes are defined as a service or a 
product characteristic, or overall effect, which the end-user recognizes, understands, desires 
and that the case company can afford, and hence creates value for the end-user. The final list 
of six case company-adjusted value attributes - suitable for future inquiries - is presented in 
Table 3 directly below. 
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FINAL VALUE ATTRIBUTES 

No. Value attribute Examples (not exhaustive) 

1 
 
Group IT provides reliable and 
competent services in day-to-day 
operations 

Service Desk provides quick, high-quality incident handling; quick 
replacement of damaged IT equipment; adequate hardware and 
internet connection; intranet; and high uptime of systems and 
applications, self-instructions of how to use applications. 

2 User-friendliness of applications 
and systems 

The display format is easy to understand; and logical, effective and 
intuitive to navigate 

3 Prompt fulfillment of change 
request   

Bug-fixing; system enhancement request (update); and new 
operating systems/applications.  
 

4 Adequate portfolio of applications 
and system to perform my job 

End-users have the required applications for current and future needs 
in terms of functionality (what it can perform and range of 
capability).  

5 Proactivity in supporting business 
innovation  

IT is responsive and flexible in supporting the business’ innovative 
needs - i.e. established workflows and methodologies are adequate to 
support the introduction of new ideas. 

6 

Group IT’s ability to execute IT-
projects (with the right content, to 
the right quality, at right time; IT’s 
supporting capabilities) 

Software development - merging database or simple installations; 
hardware installations or removing old servers; network upgrades; 
business analytics and data management projects; and implementing 
IT services. 

 

Table 3. The final list of value attributes for future research. 
 
Based on best-practice value attributes and the interview respondents’ comments, the value 
attributes have been adjusted and clarified to fit the case company context even better. 
Examples have also been provided to ease the end-user’s understanding of the value attributes 
(Table 3 above).  However, during the interviews it became evident that the absolute majority 
of respondents in various business areas had very little knowledge about IT security and most 
respondents had great difficulties in estimating their perceived satisfaction with the value 
attribute “Adequate IT security”. It can further be argued that the level of IT security is not 
related to giving the business a competitive advantage in the manufacturing industry, which 
implies that IT security is more of a hygiene factor than a determinant for success. The end-
user interviews shows that a diminutive proportion of the respondents in other business areas 
than IT are competent enough to assess the status of IT security, especially since these value 
attributes are targeting all business areas but Group IT. The survey is not self-assessing but 
investigates the relationship between Group IT and the other business areas. Therefore, we 
have decided to eliminate IT security as a value attribute. 
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Additionally, we have chosen to eliminate the value attribute “Professional training in IT-
solutions” based on information about Group IT’s supposed activities. Even though HR is 
responsible for the education once they have been contacted by a business area, the budget for 
professional training in IT-solutions rests with each individual business area. Only 
sporadically is the training performed by Group IT - usually external parties are contracted 
(BPS 2013Q4, Respondent 1). This means that Group IT is not directly responsible for the 
training and hence has no direct influence on the education in applications that each business 
area commissions. Therefore, using the logic of Cugini et al (2007), it would be unsuitable to 
measure Group IT’s performance regarding “Professional training in IT solutions”. This is 
also supported by Professor Polutnik (Respondent 2), who claims that if an activity is not 
performed by the unit under study, it should not be included among the value attributes in any 
kind of VCM.  
 
As previously discussed, there are different user-profiles within the case company. However, 
the user-profiles should not be categorized solely based on business area, since there are 
individual variances within each business area. For example, our end-user interviews revealed 
various user needs within R&D. However, in order to perform the VCM model it is crucial 
that all respondent weight the entire list of value attributes in relation to importance. 
Therefore, no prior question-segmentation will be adopted. In the first stage of applying VCM 
to the case company, we recommend only to create an average customer value profile and not 
to segment the answers prior to the Cost Analysis-step.  
 
During the first step of the research process - Value Attribute Appraisal - we recommend 
performing a survey to assess the end-users’ opinion about the IT services’ importance and 
satisfaction. In general, the point is to collect data from a larger number of end-users through 
a survey in order to create an average end-user profile used in Step 3, Value Multiplies. First, 
present the end-users with the pre-defined list of value attributes (Table 4 below) and ask the 
end-user to distribute totally 100 points across the six Value Attributes, based on their 
perception of the Value Attributes’ importance for the respondents’ ability to perform their 
daily work. Based on the end-user interviews, we discovered that is important to point out that 
it was the respondent’s own perspective that was important, not the general point-of-view, 
and they should consider the current situation, not the desired situation. The same weighting-
number is allowed multiple times. 
 
“How important are these value attributes for you when you perform your daily 
work?”. 
Please distribute a total of 100 points - integers only - among the value attributes to 
indicate your perceived relative importance. Zero points equals ‘not important’. The 
same point is allowed multiple times.  
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Value attribute Points 

 
Group IT provides reliable and competent services in day-to-day operations 20 

User-friendliness of applications and systems 10 

Prompt fulfillment of change request   
10 
 

Adequate portfolio of applications and system to perform my job 20 

Proactivity in supporting business innovation  20 

Group IT’s ability to execute IT-projects (with the right content, to the right quality, at right time; IT’s 
supporting capabilities) 20 

Total 100 

 

    Table 4. Example of visual interface of survey for estimating perceived importance 
 
A similar interface can be used in the second section of the survey, “Satisfaction”: 
 
“On a scale from 0 to 100, where 0 equals ‘very dissatisfied’ and 100 equals ‘very 
satisfied’, how satisfied are you with each value attribute?” 
Please indicate your average satisfaction level of each value attribute. If a value attribute 
is not applicable to your function or you don’t know your satisfaction level of a value 
attribute, please tick the N/A box for that specific value attribute.  
 

Value attribute Points N/A 

 
Group IT provides reliable and competent services in day-to-day operations 

72 
 

User-friendliness of applications and systems 35  

Prompt fulfillment of change request   
 

X 

Adequate portfolio of applications and system to perform my job 75  

Proactivity in supporting business innovation   X 

Group IT’s ability to execute IT-projects (with the right content, to the right quality, at right time; 
IT’s supporting capabilities) 60  

 
Table 5. Example of visual interface of survey for estimating perceived satisfaction 
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In the Satisfaction section, there should also be an alternative for “do not know” or ”it is not 
applicable“ since there are end-users that do not come in contact with all Value Attributes. 
Present the Importance factor and the Satisfaction factor separately, since it resulted in 
confusion the end-user presenting them together. Moreover, to minimize bias in the survey, 
the order of the Value Attributes should be randomized for each respondent - the same order 
for both Importance and Satisfaction reduces confusion. Additionally, outside the scope of 
VCM, we would recommend additional questions relating to the attribute (4) “Adequate 
portfolio of solutions” (Table 4 and Table 5 directly above). Based on the end-user interviews 
and EUS, it was evident that only using an average estimation of satisfaction of applications 
was insufficient in order to provide Group IT with actionable information. Therefore, we 
recommend asking respondents about information regarding their satisfaction of specific 
applications, for example asking them to state the names of the applications they use the most 
and subsequently asking them to comment or grade their satisfaction of each individual 
application. This could counteract the perceived bluntness of only grading the average 
satisfaction of the entire value attribute “Adequate portfolio of solutions”. 
 
After the survey has been completed, one or several average value attribute profiles will be 
created, based on the mean of importance and the mean of satisfaction for each value 
attribute. If user profile segmentation is deemed suitable or necessary, several average value 
attribute profile will need to be created based on the survey data. Subsequently, the users’ 
importance profile or profiles will be used to create Budget proxies for distribution of total 
budget, see Table 6 directly below. The Average satisfaction profile is in a later Step. 

 
Table 6. How to calculate Budget Proxies per Value Attribute. 
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The second step in the Research Model (Figure 8 above) is Cost Analysis. After 
conducting the survey of end-users perceived importance and satisfaction of the suggested 
value attributes, a cost analysis should be performed to establishing the links between the 
average value attribute profile and activity costs. In other words, individual interviews 
(Respondent 2) with heads of Group IT’s subdivisions provide insight in how to link value 
attributes to all Group IT activities and hence to company costs. In order to cover all the costs 
of all Group IT’s internal service activities, interviews should be held with representatives 
from both BE and SD&O (IMS, AMS and DPS).  
 
In order to prepare for the cost analysis interviews, it is crucial to thoroughly understand the 
tasks and the responsibilities of each unit to assess the range of possible activities. As 
Professor Polutnik points out, the most important factor is to be able to accurately estimate the 
cost of labour by costing the activities of the labour. To better do this, she recommends using 
job descriptions of the most common job titles which will create an understanding of what 
activities occur in the organization. Process maps should also improve the comprehension of 
activity lines. Additionally, Professor Polutnik comments that using ABC to cost activities is 
a crucial part of the VCM and that the works of Robert Kaplan gives great guidance.  
 
When conducting a cost analysis-interview with a head of sub-division, the first step involves 
asking the interviewees to state all the activities within his or her function’s responsibility and 
as well as each activity’s total yearly budget. Secondly, the costs for each activity are to be 
labelled as “Value-adding”, “Business-value-adding” or “Other” (Waste). Professor Polutnik 
again points out the advantage of using job descriptions and process maps since they 
explicitly state what the employees should be doing and deviations indicate situations which 
might be labelled as waste. Additionally, Professor Polutnik state that using the word “Other” 
is preferable instead of “Waste” since the latter has a directly negative association which 
might result in defensive behaviour. Table 7 (directly below) provides an example of activity 
categorization (left column) and cost structure analysis (the three middle columns), within the 
function AMS of the subdivision SD&O. The procedure has to be repeated for each function 
or sub-division (BE, AMS, IMS and DPS).  
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Table 7. Example of Activity Categorization and Cost Structure Analysis 

 
Thirdly, the interviewees are asked to distribute value-adding costs of each subdivision’s 
activities according to his or her judgement of which activities are linked to what attributes. 
Subsequently, the interviewees should consider the cost structure (see the Theoretical Model) 
within each activity: “how many percent of each activity is related to what attribute?” (first 
part of the yellow box, Table 8 below). Each percentage of Activity/Value attribute should be 
multiplied by the “Total value-adding costs of each Attribute” (yellow box) to get the Value-
adding costs per activity and attribute. Linking the value attributes to this cost structure 
contained a considerable amount of judgement. The pink column in Table 8 below “TOTAL 
value added costs per activity” is identical to the column “Value Added” in Table 7 above.  
 

 
Table 8. Matching Value Added-costs to Value Attributes 
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The third step in the Research Model (Figure 8 above) is Value Multipliers. Calculating 
the Value Multipliers (Table 9 below) is the final step in the process of directly linking costs 
with customer satisfaction, via average customer importance proxies and business activities.  
                 

 
Table 9. Example of how to calculate Value Multipliers per Value Attribute. 

 
By dividing the previously calculated “Budget Proxy” (green column, Table 9) with the 
“Total value-added cost per value attribute” (pink column, Table 8) value multipliers can be 
calculated. Subsequently, the multiplier relationships should be analyzed to determine areas 
of improvement. However, as McNair et al. (2001a) point out, it is important to compare the 
value multipliers with customer satisfaction data. In our case customer satisfaction data means 
the average end-user satisfaction profile (right yellowish column, Table 6 further up). For 
example, a high multiplier combined with either low or high customer satisfaction (right 
yellowish column, Table 6 further up) indicate different scenarios. According to McNair et al. 
(2001a), a high multiplier combined with high customer satisfaction usually indicate resource 
effectiveness in satisfying customer needs. Analyzing Value Multipliers is the first step in 
connecting efficiency and effectiveness of a support function. Ultimately, this information 
obtained from an adapted VCM can be used to support managers’ decision-making about how 
to maximize customer satisfaction with the existing resources. 
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6 DISCUSSION, CONCLUSION AND FUTURE RESEARCH 
 
This section will address the contributions from our study in relation to Strategic Cost 
Management, the Value Creation Model and support functions. Moreover, it will conclude 
our thesis findings as well as provide recommendations for future research. 

6.1 Discussion  
 
The result of the thesis adds to the development of a value perspective in SCM by developing 
an adapted Value Creation Model suitable for a support function. This was achieved by 
applying design criteria from a literature study of articles citing the original VCM article 
(McNair et al., 2001a) and through a case study by investigating internal documents and 
conducting interviews. Based on the results, a adapted Research Model and a Theoretical 
Model were developed which fits in a support function context. Additionally, value attributes 
were developed to fit the case company context as well as design criteria for conducting a 
large-scale Value Attribute Appraisal, guideline for performing a Cost Analysis and 
Calculating Value Multipliers.  
 
The literature study showed that there is a limited amount of research applying VCM using 
McNair et al (2001a) even though many benefit from their work. However, no existing 
research looked upon VCM from a support function perspective. The literature study also 
revealed that VCM is easily adaptable to different contexts and that adaption is necessary. 
Hence, we had to construct our own model but the flexibility of VCM was facilitative. The 
articles in the literature study provided guidance when adapting VCM. In addition, the case 
study resulted in guidelines for adapted the VCM model to a support function context could 
look like, providing guidance and inspiration to future researchers conducting a similar study 
and managers thinking about operationalize VCM. If applied, the information provided by the 
Research Models and the Theoretical Model could potentially identify the current resource 
effectiveness as well as areas of improvement in the activities of a support function, activities 
that better contribute to satisfying customer needs. The aim is to directly link costs with 
customer satisfaction. Hence, if timely provided, this information could be of relevance and 
support in managers’ decision-making process.  
 
The results of the literature study are important due to the identified lack of applied research 
in this field implying a gap for future researchers to investigate. Research also showed that the 
VCM is possible to adapt to different contexts and would therefore be of interest to apply in 
new context. Furthermore, the case company support function, which was chosen due to its 
representativeness, provided the study with findings transferrable to similar contexts. The 
theoretical consequences of this pre-study will be foremost be future operationalization and 
evaluation of the presented developed Theoretical Model and Research Model. The findings 
from this study could give insights to researchers and practitioners thinking about 
implementing VCM regarding what an adapted VCM model can look like and how the 
customer-value perspective can add to SCM. Another possible consequence, highlighted by 
the findings, is that VCM’s rare possibility of directly measuring a firm’s current resource 
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effectiveness (McNair, 1994:43) could illuminate the resource effectiveness in a discretionary 
cost center. By comparing the current situation with the desired situation, managers’ can 
make decisions about resource allocation for maximum resource effectiveness in satisfying 
customer needs. 
 
Regarding the reasonableness of the results, the data used in the case study, describing the 
end-user experience, showed cohesiveness. The general analytical procedure used to 
categorize the responses from the end-user interviews (primary data) and the content analysis 
of EUS (secondary data) displayed clear similarities. The data triangulation, the method 
triangulation and the total number of respondents enhance the quality of the data.  
 
When discussing how the choice of method has affected the results, several issues should be 
mentioned. Firstly, the scope of thesis is limited to only study the internal customers of the 
case company and thereby excludes the sub-divisions within Group IT not handling internal 
customers. Secondly, the respondents of the end-user interviews included a large portion of 
R&D employees (9 out of 12 respondents) which might create bias, which is a possible 
indication that the need for customer segmentation is over-estimated. On the other hand, the 
respondents of the EUS were randomly selected and represented all relevant business areas of 
the study. Noteworthy, all IT employees were consciously not selected as respondents of the 
end-user interviews and their data from the EUS was disregarded in the compilation. 
Moreover, more participants could have participated in the workshop; this would have 
provided the study with richer information. 
 
Given the choice, we would not change methods of data collection since the case company 
provided the study with sufficient, suitable and reliable data. It is believed that signing Non-
Disclosure Agreements and promising the end-user respondents complete anonymity resulted 
in a higher degree of trustworthiness. Also,  the 12 end-user interviews were deemed to have 
reached a desirable degree of saturation, due to the prior knowledge gained through four 
EUSs, two BPSs and two interviews with Respondent 1. However, the methods of data 
analysis could be improved by choosing more advanced methods such as semantic analysis to 
gain deeper insight into context and question formulation. As previously disclosed in Pie 
Chart 1, data from EUS 2013Q4 relating to the comment field “Need for IT in daily work” 
was inaccessible, this might have affected the dispersion of the end-users responses in the pie 
chart. 
 
The major limitation of the study is that the practical and theoretical usefulness of the 
Theoretical Model and the Research Model are unknown but are ready to be operationalized 
and evaluated in the same or a similar context. Additionally, the study is limited to only 
investigating the value perspective of VCM and excludes other value perspectives which 
could possibly add to SCM. Another issue includes the lack of a holistic theoretical 
framework directly explaining the value phenomenon behind applying VCM to organizations 
and its effect on SCM. There are only disconnected explanations investigating possible VCM 
implications.   
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There are no previous studies examining VCM in a support function context combined with 
management control of a discretionary cost center. If the Theoretical Model and the Research 
Model were to be operationalized, a straight comparison to other VCM research would not be 
possible, due to different types of units of analysis and that the Theoretical Model is adapted 
to fit a cost center support function. Differences between McNair et al. (2001a) and the 
Theoretical Model include among else the elimination of the outer boundary circle  “profit” 
and addition of an outer arrow that illustrates “budget pressure”. Even though the fundamental 
idea and technique behind how to get all the information to be able to calculate the value 
multipliers, the Research Model and McNair et al. (2001a) differs for example in terms of the 
value attributes; the case company in McNair et al. (2001a) is a company that offers 
agricultural machines to the open market, while this study’s case company is an support-
function. Also, there are no revenue proxies in the Research Model but “budget proxies”. 
 
The most important result from this study is the development of Models that may explain the 
direct relationship between cost and customer satisfaction which can be used to improve 
managerial decision-making in discretionary cost centers.                         

6.2 Conclusion 
 
The purpose of this pre-study is to contribute to value-based Strategic Cost Management 
through the addition of a support function perspective by developing an adapted Value 
Creation Model. In general, support functions tend to be discretionary cost centers, which 
have great difficulties in evaluating resource effectiveness for maximizing customer 
satisfaction while maintaining the same budgetary limitations. To perform this assessment, a 
literature study was conducted to investigate previous research specifically in VCM. The 
study revealed that no previous research had combined the VCM and support functions, 
which is why we decided to later develop our own adjusted VCM - the Theoretical Model and 
the Research Model - partly based on lessons learned from the literature study. In order to 
investigate the addition of a value perspective to management control of a support function, a 
case study was performed at the IT-department of a large manufacturing company. By 
studying internal documents and interviewing end-users, we gained in-depth context specific 
knowledge and were able to design suitable value attributes as well as a templates for 
designing a Value Attribute Survey, a template for conducting a Cost Analysis and for 
calculating Value Multipliers. The interviews also revealed a need for complementing the 
Value Attribute Survey with extra questions regarding specific value attribute in order to gain 
actionable information.  The development of the Theoretical Model and the Research Model 
is a first step in investigating improved ways of measuring resource effectiveness in 
discretionary cost centers by using the notions of value attributes, cost analysis and value 
multipliers and thereby provide manager with new information for improved decision-
making. Our main contribution lies in building a foundation for further exploration of how the 
value perspective can add to SCM in relation to support functions. This is specifically 
important due to the need of measuring resource effectiveness by directly linking costs and 
customer satisfaction in a discretionary cost center. In summary, there is great uncertainty 
when it comes to measuring resource effectiveness in discretionary cost centers, our pre-study 
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provides a foundation for extending the value perspective of Strategic Cost Management in 
order to address this deficiency. 
 

6.3 Future research 
 
In terms of recommendations for future research, our pre-study provides an opportunity for 
investigating if the value perspective - provided by the Value Attribute Appraisal, Cost 
Analysis and Calculating Value Multipliers - which might contribute to the field of Strategic 
Cost Management to better understand the resource effectiveness in discretionary cost centers. 
Most importantly, how managers can use this information provided by the Value Multipliers 
to redirect spending so that it is better aligned with the customer preferences. Additionally, 
other value perspectives which can add to SCM and management of discretionary cost centers 
may also be of interest. Studying Mohamed & Jones (2014) in the literature study also raised 
the question of how our adapted VCM model would fit into a larger holistic perspective, 
especially in relation to Management Control. Also, on the one hand VCM is based on ABC - 
linking firm activities to the VA, BVA and Waste cost structure -  but on the other hand the 
ABC paradox (Gosselin, 1997) remain, which is why VCM might not be suitable to all types 
of support functions or be complex or costly to implement if there is no clear activity-cost 
structure. Hence, alternative proxies and cost structures may be of interest for future 
researchers. Further, it could be of interest to extend the discussion of the definition of value 
and its connection to the budget of a support function and how this value discussion might 
improve the management control of support functions in the future.  
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APPENDIX 2 – Overview of the end-user interviews 
 
The individual responses to IT’s importance in the users daily work (100 points distributed 
over eight attributes) and their satisfaction with the IT services (maximum 100 points per 
attribute) are presented below. 

IMPORTANCE 
 
Attr. 
Nr* 

EU1 EU2 EU3 EU4 EU5 EU6 EU7 EU8 EU9 EU10 EU11 EU12 

1 20 5 5 5 20 5 20 30 15 10 15 15 
2 20 40 30 25 20 80 18 20 15 20 15 20 
3 10 5  5 5 5 12 5 10 10 10 15 
4 10 10 15 5 10 2 20 5 0 5 10 5 
5 20 5 15 25 15 2 12 20 40 20 15 20 
6 0 30 20 25 20 2 10 10 0 5 10 10 
7 10 5 5 5 5 2 2 5 20 20 10 10 
8 10  10 5 5 2 6 5 0 10 15 5 
 
* Attributes: (1) Well-functioning support function (day-to-day operations - incident handling via service desk); 
(2) User-friendliness; (3) Professional training in IT solutions (applications and systems); (4) Prompt fulfillment 
of change request (extraordinary activities - problem change); (5) Adequate portfolio of solutions to perform my 
job (applications and systems); (6) Proactivity in supporting business innovation (responsive towards supporting 
the business innovative needs of the organization - i.e. supporting the introduction of new ideas, workflows, 
methodologies, IT-related services or IT-related products); (7) Ability to execute projects (right content, right 
time; right quality; IT’s supporting capabilities); and (8) Adequate IT security. 
 

SATISFACTION 
 

Attr. 
Nr* 

EU1 EU2 EU3 EU4 EU5 EU6 EU7 EU8 EU9 EU10 EU11 EU12 

1 80 70 30 25 70 80 80 70 70 80 30 30 
2 60 80 40 75 50 95 70 80 70 70 50 40 
3 60 30 20 25  90 80  10 50 60 50 
4 10 30 40 50  80 75    60 70 
5 60 80 70 25 60 80 75 80 30 80 80 20 
6  40 20 25  50   5  70 40 
7   50 50  70  60 50 80 70 70 
8 90  30 25 70 90    70 90 80 
 
* Attributes: (1) Well-functioning support function (day-to-day operations - incident handling via service desk); 
(2) User-friendliness; (3) Professional training in IT solutions (applications and systems); (4) Prompt fulfillment 
of change request (extraordinary activities - problem change); (5) Adequate portfolio of solutions to perform my 
job (applications and systems); (6) Proactivity in supporting business innovation (responsive towards supporting 
the business innovative needs of the organization - i.e. supporting the introduction of new ideas, workflows, 
methodologies, IT-related services or IT-related products); (7) Ability to execute projects (right content, right 
time; right quality; IT’s supporting capabilities); and (8) Adequate IT security. 
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